UNEMPLOYMENT PROBLEMS 


HEARINGS 


BEFORE THB 


SPECIAL COMMITTEE ON 
UNEMPLOYMENT PROBLEMS 
UNITED STATES SENATE 


EIGHTY-SIXTH CONGRESS 
FIRST SESSION 
PURSUANT TO 


S. Res. 196: 
NOVEMBER 10, 12, AND 13, 1959 


PART 3 
MARQUETTE AND DETROIT, MICH. 


Printed for the use of the Special Committee on Unemployment Problems 


as 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1960 





SPECIAL COMMITTEE ON UNEMPLOYMENT PROBLEMS 


EUGENE J. McCARTHY, Minnesota, Chairman 
PAT McNAMARA, Michigan JOHN SHERMAN COOPER, Kentucky 
JOSEPH 8. CLARK, Pennsylvania WINSTON L. PROUTY, Vermont 
JENNINGS RANDOLPH, West Virginia HUGH SCOTT, Pennsylvania 
VANCE HARTKEE, Indiana 
GALE W. McGEE, Wyoming 


Lawrence C. MERTHAN, Staff Director 
SAMUEL V. MERRICK, Counsel 
Sar A. Levitan, Research Director 
FREpDEkIcK B. RHopEs, Jr., Assistant Staff Director 





Rydh 


Gazv 

Cor 
Nault 
Saari, 
Kline 

Rai 
Mezz: 
Erlan: 
Leach 

pen 
Duffy 
Brow! 

nati 
Cappc 
Brow 


James 
Cox, | 
Pearce 
Velin, 
Matts 


Mirian 
Tem 
fare. 

Reuthe 

Hortor 

Seaton 
Brar 
staff 
ploy: 

lenise 


Killing: 
Mic 
Herber 
ment 
osenz 
Pract 
divisi 
Egan, ] 
Willian 


DEPOS!1 -Dp BY THE 
NITED STATES OF AMERICA 


CONTENTS 


CHRONOLOGICAL LIST OF WITNESSES 
NoveMBER 10, 1959 


Rydholm, Hon. Fred C., mayor, Marquette, Mich 

Ervast, Aarne, area representative, Michigan Department of Economic 
Development, Laurium 

Gazvoda, Albert, field superintendent, Michigan Employment Security 
Commission, Marquette 

Nault, Joseph 

Saari, Gene, international representative of United Steelworkers 

Kline, J. H., president and general manager, Lake Superior & Ishpeming 
Railroad 

Mezzano, Hon. Louis, member, Michigan State Legislature 

Erlandsen, Hon. Einar, member, Michigan State Legislature 

Leach, Hugh, manager, Michigan Mines, Cleveland-Cliffs Iron Co., Ish- 
emin, 

Daffy, Martin, Public Services Division, Northern Michigan College 

Brown, Ivan, United Auto Workers, international representative, Inter- 
national Union, UAW, AFL-CIO 

Cappo, Father Louis, Christ the King Church, Ramsay 

Brown, Prentice, chairman, Mackinac Bridge Authority 


AFTERNOON SESSION 


James, William, board of supervisors, Chippewa County, Sault Ste. Marie__ 

Cox, Hon. Edward J., mayor, Escanaba 

Pearce, Ernest, president, Union National Bank 

Velin, Mr 

Mattson, Hon. Theodore, mayor, Ishpeming and delegate of the Marquette 
County Labor Council 

Koskinen, Royce, director-supervisor, Houghton County Department of 
Social Welfare 

Sturt, Daniel, Michigan State University Extension Service 

Craine, Ruth, Upper Peninsula representative of International Ladies 
Garment Union 


NovEMBER 12, 1959 


Miriani, Hon. Louis C., mayor, ‘city of Detroit, accompanied by Robert J. 
Temple, assistant general superintendent, Department of Public Wel- 

Reuther, Walter P., president, United Auto Workers, Detroit 

Horton, Max M., director, Michigan Employment Security Commission _- 

Seaton, Louis G., vice president, General Motors Corp., accompanied by 
Bramblett, E. R., director of labor relations; Benjamin, H. §&., Jr., legal 
staff; Laurie, V. J., financial staff; Hubbard, R. L., director of unem- 
ployment compensation 

Denise, Malcolm L., vice president, labor relations, Ford Motor Co 

leary, John D., vice president, personnel, Chrysler Corp., 2895 East 
Jefferson Ave., Detroit, Mich 

Scholle, August, president, Michigan AFL-CIO, Detroit, Mich 

Killingsworth, Charles, former director of industrial relations center, 
Michigan State University, East Lansing, Mich 

Herbert, Paul, {chief, research division, Michigan Economic Develop- 
ment Department 

Rosenzweig, Louis, commissioner, Michigan Fair Labor Employment 
Practices Commission, accompanied by Hodges, Ed,*chief, conciliation 
division, and Cousins, Frances, research analyst 

Egan, Robert J., mayor of Flint, Mich 

Williams, Hon. G. Mennen, Governor of Michigan 





CONTENTS 


CHRONOLOGICAL LIST OF WITNESSES—Continued 
NoveEMBER 18, 1959 


Barbour, Al, president, Wayne County AFL-CIO Council, Detroit, Mich., 
accompanied by John Williams, Wayne-County AFL-CIO Council, 
Detroit, Mich 

Cohen, Wilbur, School of Social Work, University of Michigan, Ann 
Arbor, Mich 

Campbell, Harvey, executive vice president, Greater Detroit Board of 
Commerce, Detroit, Mich 

Hart, Hon. Philip A., a U.S. Senator from the State of Michigan 

oe Harold C., president, Brotherhood of Maintenance of Way Em- 
ployees 

Coulter, Robert V., secretary-treasurer, Michigan State Building and 
Construction Trades Council (AFL-CIO) 

Cooper, Frank E., general counsel, Michigan Manufacturers’ Association_ 

Hoffman, Eugene, General Motors Fisher 23 unit, Local 157, UAW 

Patterson, Robert L., mayor of the city of Port Huron, Mich., accom- 
panied by Dick Riley, assistant city manager 

Flaugh, F. Joseph, city commissioner, Benton Harbor, Mich 

Knabusch, Milton J. H., mayor of the city of Monroe, Mich 

Quinn, Pat, president, local No. 3, Hamtramck, Mich 


STATEMENTS 


Barbour, Al, president, Wayne County AFL-CIO Council, Detroit, Mich., 


accompanied by John Williams, Wayne County AFL-CIO Council, 
Detroit, Mich 

Brown, Ivan, United Auto Workers 

Brown, Prentiss, chairman, Mackinac Bridge Authority, St. Ignace, Mich__ 

Campbell, Harvey, executive vice president, Greater Detroit Board of Com- 
merce, Detroit, Mich 

Cappo, Father Louis, Christ the King Church, Ramsay 

Cohen, Wilbur, School of Social Work, University of Michigan, Ann Arbor, 


Cooper, Frank E., general counsel, Michigan Manufacturers’ Association__ 

Coulter, Robert V., secretary-treasurer, Michigan State Building and Con- 
struction Trades Council (AFL-CIO) 

Cox, Edward J., mayor, Escanaba 

Craine, Ruth, Upper Peninsula Representative of the International Ladies 
Garment Union 

Crotty, Harold C., president, Brotherhood of Maintenance of Way 
I ke ae enecacans inion erie aineslenes sos ie nseonip inte ccs ent pie mii Sania es 

Denise, Malcolm L., vice president, Labor Relations, Ford Motor Co 

Duffy, Martin, Public Services Division, Northern Michigan College 

Egan, Robert J., mayor, Flint, Mich--..---.-_-_-_ Cid Th eimded tibia lanatibbieses 

Erlandsen, Einar, State Representative 

Ervast, Aarne, area representative, Michigan Department of Economic 
Development 

Flaugh, Joseph F., city commissioner, Benton Harbor, Mich 

Gazvoda, Albert, Michigan Employment Security Commission 

Hart, Hon. Philip A., Senator, State of Michigan 

Herbert, Paul A., Chief, Research Division, Michigan Economic Develop- 
ment Department 

Hoffman, Eugene, General Motors Fisher 23-Unit, Local 157, UAW---- 

Horton, Max M., director, Michigan Employment Security Commission__ 

James, William, city commissioner, Sault Ste. Marie, Mich 

Killingsworth, Charles, formér director of Industrial Relations Center, 
Michigan State University, East Lansing, Mich 

Kline, J. H., president and general manager, Lake Superior & Ishpe- 
ming Railroad 

Knabusch, Milton J. H., mayor, Monroe, Mich 

Koskinen, Royce, director-supervisor, Houghton County Department of 
Social Welfare 


Velin 
Willi 





CONTENTS 


CHRONOLOGICAL LIST OF WITNESSES—Continued 
STATEMENTS—continued 


Mattson, Theodore, mayor, Ishpeming. 

Mezzano, Hon. Louis, Michigan State Legislature 

Miriani, Louis C., mayor, city of Detroit ; accompanied by Robert J. Tem- 
ple, assistant general superintendent, Department of Public Welfare___ 

Nault, Joseph 

0’Rourke, James L., recording secretary, local union No. 600, United Auto- 
mobile Workers 

Patterson, Robert L., mayor, Port Huron, Mich.; accompanied by Dick 
Riley, assistant city manager 

Pearce, Ernest L., president, Union National Bank, Marquette 

Quinn, Pat, president, local No. 3, Hamtramck, Mich 

Reuther, Walter P., president, United Auto Workers, Detroit 

Rosenzweig, Louis, Michigan Fair Labor Employment Practices Commis- 
sion; accompanied by Ed Hodges, chief, Conciliation Division; and 
Frances Cousins, research analyst. 

Rydholm, Mayor, Marquette, Mich 

Saari, Gene, international representative of United Steelworkers 

Scholle, August, president, Michigan AFL-CIO, Detroit, Mich 

Seaton, Louis G., vice president in charge of personnel, General Motors 
Corp.; accompanied by E. R. Bramblett, director of labor relations; 
H. S. Benjamin, Jr., legal staff; V. J. Laurie, financial staff; and R. L. 
Hibbard, director of unemployment compensation 

Seyferth, Don F., mayor, Muskegon, Mich 

Stearns, R. D., mayor, Saginaw, Mich 

Sturt, Daniel, Michigan State University Extension Service 

Tanner, James L., mayor, Bay City, Mich 

Velin, Mr., Ironwood, Mich 

Williams, G. Mennen, Governor of Michigan 


ADDITIONAL INFORMATION 
ARTICLES 


“As We See It: No Easy Stopping of the UP’s Slide” (from the Detroit 
Free Press, Nov. 12, 1959) 

“Special Studies of Caseload Characteristics,’”? October 1959 and exhibits 
1, 2, 3, 4, 5, 6, 7 (Detroit) 

“What’s Ahead for Michigan,” by William Haber 

“The Real Truth About Michigan” (taken from the Detroit Times) - - -_- 

“Recession in 1961 Is Possible,’’ quoting an officer of the Chase Manhattan 
Bank (from the New York Times, Nov. 11, 1959) 

Mackinac Island Conference, July 17, 18, 19, 1959. Gov. G. Mennen 
Williams, Michigan; Gov. Orville Freeman, Minnesota; J. Kenneth 
Galbraith, Cambridge, Mass.; William Haber, Ann Arbor, Mich.; 
Richard A. Lester, Princeton, N.J.; Richard A. Musgrave, Baltimore, 
Md.; Robert R. Nathan, Washington, D.C.; Gerhard Cohn, Washing- 
ton, D.C.; Daniel Fusfeld, East Lansing 


“1959 Survey of Consumer Finances—The Financial Position of Con- 
sumers”’ 


EXCERPTS 


Excerpts from the brochure entitled ‘ Michigan’s Upper Peninsula Rural 
Resource Development Program” 


EXHIBITS 


1. Employability analysis of case heads 
ear recipient first came to Detroit 
3. Year recipient first received relief 





CONTENTS 


ADDITIONAL INFORMATION—Continued 


EXHIBITS—Ccontinued 


4. Fully employable segment 

5. Restricted employable segment 

6. Characteristics of case heads by employability grouping 
7. Sampling employable heads of relief cases 


LETTERS AND TELEGRAMS 


Ervast, Aarne R., Upper Peninsula industrial agent, Michigan Economic 
Development Department, to Hon. Eugene J. McCarthy, committee 
chairman, re supplemental data on Upper Peninsula 

Wenberg, Carlos B., village president, Houghton, Mich., to Hon. Eugene 
McCarthy, chairman, dated November 9, 1959 

Scholle, August, president, Michigan State AFL-CIO to Chairman Mce- 
Carthy, submitting specific proposals and prepared statement dated 
November 6, 1959 

Horn, Harvey H., Ferndale, Mich., to the Detroit News, dated November 
12, "1959 

Millern, Harold, mayor, Jackson, Mich., regretting inability to attend 
hearing 

Smith, Wilbert F., mayor, Benton Harbor, Mich., regretting inability to 
attend hearing 


CHARTS AND TABLES 
CHARTS 


A. Unemployment in the Upper Peninsula 

B. Employment in the Upper Peninsula by selected industry group 

C. Detroit relief and unemployment, 1949-50 

D. Manufacturing capacity and production in the United States 

E. Unemployment rates, last 69 months under two administrations 

F. The loss in total national output 

G. Unemployment hits nonwhite workers hardest_______-_------------ 
H. Depreciation now meets almost all investment need 

I. Complex car wiring 

J. Oldsmobile schematic wiring chart 

K. GMC USS. cars and trucks sold per automotive worker _--_--------- 
L. GMC percentage of sales dollar that went to employees 
M. GMC percentage of sales dollar that went to supplier 

N. GMC average defense employment, U.S. hourly and salary employees__ 


TABLES 


. Comparison of population trends in Michigan, 1900-1957, with 
particular reference to western Upper Peninsula 
-A. Comparison of population trends in Michigan, 1900-1957, 
with particular reference to western Upper Peninsula 
. Comparison of population trends in age groups by areas of 
State, 1930-50, with particular reference to Porcupine Moun- 
tain and western Upper Peninsula areas 
. Comparison of population trends in age groups, by counties, 
1930-50 (western Upper Peninsula) 
-B. Comparison of population trends in age groups, by counties, 
1930-50 (eastern Upper Peninsula) 
. Seasonal trend in unemployment in the Upper Peninsula for 
February, May, August, and November, 1930-58 
. Analysis of labor force in the Upper Peninsula for January and 
July 1930-58 (copper counties area: Baraga, Houghton, 
Keweenan, and Ontonagon) 
. Employment trends in the Upper Peninsula, 1949-58 
V. Taxable payrolls by industry groups for 1951, 1953, and 1956, 
for selected regions of Michigan 
. Number of employees by industry groups for 1951, 1953, and 
1956, for selected regions of Michigan 





CONTENTS 


CHARTS AND TABLES—Continued 


TABLES—continued 


. Number of reporting establishments by industry groups for 


1951, 1953, and 1956, for selected regions of Michigan 


. Population trends in the Upper Peninsula of Michigan by 10- 


year intervals, 1890-1950 


. Upper Peninsula population by county, 1950 and 1957 


. Labor force employment and unemployment by area, Upper 


Peninsula, July 1953-59 


. Labor force and employment estimates, Upper Peninsula of 


Michigan, month of July 1949-58 


. Labor force and employment estimates, Upper Peninsula of 


Michigan, monthly averages, 1949-5 


. Labor force and employment estimates, Upper Peninsula of 


Michigan, September 1958-September 1959___-.-.-------- 


. Average weekly hours and average gross weekly and hourly 


earnings of production workers, metal mining industries, 
Upper Peninsula 


. Average weekly hours, average hourly earnings, and average 


weekly earnings in the Upper Peninsula, by months, 1953-59, 
total manufacturing and basic lumber products----~-------- 


. Average contribution rates of covered employers based on 


mY. 
XVI. 
XVII. 
XVIII. 


XIX. 
XX. 


XXI. 
XXII. 
XXIII. 
XXIV. 
XXV. 
XXVI. 
XXVII. 


XXVIII. 
XXIX. 
XXX. 
XX XI. 
XXXII. 
XXXIII. 


XXXIV. 
XXXV. 
XXXVI. 


XXXVII. 


taxable payrolls and contributions for first quarter, 1955-59, 
Upper Peninsula 

Selected data on State unemployment compensation activities 
by calendar year, 1949-59, Upper Peninsula offices 

Gogebic County Board of Social Welfare 

Gogebic County Board of Social Welfare, Nov. 9, 1959 

Population and projected population in Michigan and Upper 
Peninsula, 1940-70 

Net migration from Upper Peninsula counties, 1950-57 

Percent of males in age groups in Michigan’s Upper Peninsula 
and balance of Michigan, 1930-50 

Farms in Upper Peninsula counties and Michigan, according 
to U.S. census figures 

Education levels for persons 25 years old and over in Upper 
Peninsula counties, 1950 

Trends in value added by manufacture, by areas and by 
industries, 1947—57 (U.S. total) 

Trends in value added by manufacture, by areas and by 
industries, 1947-57 (East North Central) 

Trends in value added by manufacture by areas and by 
industries, 1947-57 (Michigan) 

Manufacturing trends in leading industrial States by all 
manufacturing employees 

Manufacturing trends in leading industrial States by value 
added by manufacture 

Defense ner in Michigan, 1952-59 

Trend of ES—202 covered employment, major group 19, 
ordnance and accessories, Michigan 1955-58 

Area classification, Michigan 

Very small areas of substantial labor surplus, Michigan 

Comparison of military prime contract awards by State 

Summary of labor surplus areas in the 10 largest procurement 
States (May 1959) 

Truck production in major labor surplus areas, 1958 

Revenue traffic units per employee and per hour worked, 16 
classes of maintenance-of-way and structures department, 
class I railways in the United States, selected years 

Number of employees per mile of road operated, 16 classes of 
maintenance-of-way employees, class I line-haul railroads, 
selected years 

Maintenance-of-way hours of service per mile of road operated 
and average miles of road operated per employee, designated 
classes, selected years, class I railways in the United States_-_ 








UNEMPLOYMENT PROBLEMS 
(Marquette and Detroit, Mich.) 


TUESDAY, NOVEMBER 10, 1959 
U.S. Senate, 


SpecraL CoMMITTEE ON UNEMPLOYMENT PROBLEMS, 
Marquette, Mich. 


CHAIRMAN’S OPENING STATEMENT 


Senator McNamara (presiding). The hearing will be in order. 

It is an honor for me to act as chairman of these important Congres- 
sional hearings in Michigan’s Upper Peninsula. 

The major objective of the Senate Special Committee on Unemploy- 
ment Problems is to determine how this wealthy and productive 
Nation can best insure every willing person an opportunity to work. 

This historic area should provide us with an insight into the answer 
to this problem. The people who live here have, for too long, known 
the hardships of underemployment. 


UPPER PENINSULAR AREA 


Yet the Upper Peninsular is typical of countless other similar 
areas throughout the country. 

As the natural resources in these areas have been exhausted, employ- 
ment has been reduced. Located far from the normal arteries of com- 
merce, they have found it difficult to attract the manufacturing in- 
dustry so essential to continued full employment. 

The ingenuity of the people in these sections has softened the full 
impact of economic downturn. As in the Upper Peninsula, the resi- 
dents have created new wealth and opportunity in other fields, such as 
the recreation and tourist industries. 

They have been quick to champion new ideas which they recognized 
as of great potential, not only to themselves but to the Wetion. The 
support given the development of the St. Lawrence Seaway, and the 
construction of the Mackinac Bridge, by the people of the Upper 
Peninsula, are but two such examples. 

And this same public spirit has been a major source of support for 
other public programs which have been initiated in Washington and 

ansing. 

If the desires of the great majority of the residents of the Upper 
Peninsula had been granted, we would now be working with a goin 
area redevelopment program. Those of us in the Senate who worke 
for passage of that legislation last session, are working for its passage 
through the House at the next session. 

There are other programs which can help areas which are the first to 
suffer, and the last to recover, when our economy is stalled. 


785 
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We have only begun to tap the full potential of small business loan 

rograms, retraining for workers whose jobs are destroyed by techno- 

ogical change, exhausted natural resources, or industry relocation, ex- 
panded employment insurance benefits, and many others. 

But we know that there are perhaps even better solutions and 
ideas which have not been given a full hearing. 

That is why we are here. We want to know why you think unem- 
ployment exists. We want to know what you think of solutions 
that have already been advanced. 

And most of all, we want to hear whatever new suggestions you 
might have. We assure you that your views will be given our most 
serious consideration. 

Judge Kent has very kindly made this courtroom available to us 
for the hearing. I have been advised by his staff that he has never 
allowed smoking in his courtroom before, and his only request is that 
we ask everybody to be comfortable and smoke if they like, but please 
don’t throw the cigarette butts on this very fine floor because it would 
do great damage. We appreciate the judge’s courtesy and we'll try 
to go along with his request. Don’t hesitate to get up and move around 
and get rid of the cigarette butts in an ash tray or somewhere. Thank 

ou. 
r Now the first witness this morning is the Honorable C. Fred Ryd- 
holm, mayor of Marquette. Mayor Rydholm, we will be glad to have 
your testimony, sir. We understand you have a prepared statement, 
and you may proceed in your own manner. We will see that the en- 
tire statement is printed in the record and you may summarize it if 
you want. 


STATEMENT OF HON. FRED C. RYDHOLM, MAYOR, MARQUETTE, 
MICH. 


Mayor Rypuoitm. Thank you very much. I would like to welcome 
your group here. I think this is a fine demonstration of democracy 
in action. I’m proud we have the facilities to have you here, and that 
we are centrally located. 

I would like to tell you about Marquette, and I’m going to speak 
er generally and a little more specifically than in the outline 
there. 

Marquette is rather fortunate in the fact that we do have our 
prison here and our college, which are Government supported institu- 
tions, and as such we don’t have any unemployment in that respect. 
We also have the air base being built close by and, again, that takes up 
a lot of slack possibly which could be unemployment. We do have a 
problem, however, in that these institutions don’t pay taxes to the 
city of Marquette and yet we have to provide for services for this 
amount of people, and I’ve found in my brief experience that taxing 
the homeowner alone is a losing proposition, so it is imperative that 
we get industry into our area if we possibly can. I think we have 
about three or four large areas of employment along those lines. 
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MARQUETTE INDUSTRIES 


The first would be the wood products industry. Now, a lot of peo- 
ple don’t realize that Marquette is a sawmill town, but we produce 
more lumber in Marquette than they do in any other city in the Upper 
Peninsula. We produce about 6 million board feet a year here. 

We also have the largest charcoal producing plant in the world, 
and we have a small wood products factory also, and these are directly 
dependent on the surrounding area. 

We are also fortunate in Marquette to have about 95 percent of the 
largest county in Michigan forested, and, of course, this gives us re- 
sources. HLlowever, there is one fact I would like to bring out, that 
275,000 acres of that county is State or Federal owned, which, again, 
do not pay us taxes and aren’t controlled by the industries or private 
owners, and I think that we have the resources here to maintain much 
more of this type of industry. This is our real stable industry ; it goes 
the year round, there’s no seasonal layoffs, and I think if some of that 
land, a portion of it at least, could get on the tax roll today it would 
help. At one time the Government was interested in getting the lands 
into the hands of the people, and then those people got it and cut it 
clean, and the Government got it back again, and now it’s built up, but 
through a medium of education that isn’t happening any more. These 
big companies have their own foresters and they’re doing as good a 
job as the Government is without any expense to the taxpayer ; in fact, 
it has lowered the tax rate throughout the county. I went into a little 
more detail on that. I don’t want to go too long here. 

The next industry I would like to mention is our shipping industry. 
It’s directly connected with the mining but out of necessity it’s sea- 
sonal. We have to close down in the wintertime and there are some 
layoffs. I think you will probably hear more about that from repre- 
sentatives of that industry, but that is a large industry in our town, 
and we ship all the ore for the Marquette Range here and, of course, 
due to the recent strike there has been layoffs there, but that’s being 
taken care of now, 

Another industry that I might say something about which has 
practically died out here, is the fishing industry, but I feel that some- 
day with ‘scientific know-how—and I would like to see research con- 
tinue along these lines—Lake Superior will be a big producer of food. 
Right now we can’t find a market for things like herring. They bring 
them in here by the ton at some time of the year just for a short sea- 
son, and we can’t even find buyers for a lot of them. Sometimes they 
sell at 4 cents a pound when it’s a better fish than half of those ocean 
things that they’re getting 60 and 80 cents a pound for, but the mar- 
ket is flooded or else there is no use for it. They end up at fox farms 
and so on, and, of course, you all know the story of the sea lamprey, 
how it has taken care of the fish. Perhaps that’s the reason. 

_The other industries, the trades, are being taken care of very well 
right now in our area due to a vast expansion that’s going on. We're 
about 4 years behind in our housing, and the rapid expansion of the 
airbase, which is a several hundred million dollar operation, our school 
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system is expanding, the college is expanding, and the building pro- 
rams are taking up the building trades and arte all, I think, work- 
ing and doing well. However, it creates another problem. The high 
wages that they get make it very hard to compete with homeowners, 
A homeowner can’t hire a man to do a decent job in his house because 
he can’t compete with those, I mean he can’t pay that kind of a price 
and as a result a lot of homeowners will have to do the job themselves 
or possibly get somebody who isn’t in that trade to do it. 
ne other industry is our resort industry which is growing very 
fast. It creates a problem in the wintertime. Right now there is a 
little. Skiing is coming in a little bit, but it doesn’t provide work for 
people like the summertime resort industry does. These people out 
of necessity go on unemployment in the winter time; they work in 
the summertime. Another thing, our resort season is so very, very 
short that they do have to make their money in that season, and it is 
supplemented to a certain extent with hunting seasons, the various 
hunting seasons. 

Now, I have a few recommendations that I listed on there (indicat- 
ing his written statement). 

Seer MoNamara. That will be very satisfactory, Mayor 
Rydholm. You mentioned this fishing industry that you think could 
be developed. Do you have any processing plants for herring, for 
instance ? 

Mr. RypHoim. We have nothing here. 

Senator McNamara. Do you think this would help materially in 
= cuploymnent, of people if we would encourage some processing 

ants { 

. Mr. RypHotm. Again, it would be very seasonal; it would be during 
that big rush. Out on the west coast these big canning companies 
will have a freezing process where they will can 30,000 pounds a day 
and freeze the rest, and out of season they will go into canning of the 
rest. 

UNEMPLOYMENT PICTURE 


Senator McNamara. What is the unemployment picture now that 
people are going back to work in the steel industry? Do you have 
considerable unemployment locally ? 

Mr. Rypuotm. No; no, as I say, right in Marquette we’re doing 
pretty well due to this expansion program, but because of this steel 
strike we have some miners that live in Marquette but, of course, the 
shipping people are out of business and being laid off and so on, but I 
think, generally speaking, in the city of Marquette the employment 
picture is fair. 

Senator McNamara. This airbase is located outside of your city 
limits? 

Mr. Rypuoum. Yes. 

Senator McNamara. It’s in the area? 

Mr. Rypuoim. Yes. 

Senator McNamara. And you indicate that you think they should 
pay taxes or something in lieu of taxes. They do add a great deal to 
your economy by the payroll ? 

Mr. Rypuoim. Yes, they add a great deal to our economy and we're 
in the growing period. We have to provide for crowded conditions 
before they get here, but I am sure we will benefit in the long run by 
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them, but what I’m saying is if we could get diversified industry to 
compensate for the large amount of governmental agencies that we do 
have in our town, it would certainly help our tax phase. 

Senator McNamara. That’s quite obvious. Your point on the build- 
ing trades wages, you seem to think that they are too high, or what 
was the point you made? 


Mr. RypHotm. The point I made is they make real good wages, it’s 
a matter of three or four dollars an hour, between three and four 
dollars an hour, for painters and so on, and carpenters, and if you try 
and get the cabinets painted in your house and it’s going to cost you 
$100 to do it, it’s pretty hard for a homeowner, for a store clerk or a 
minister or somebody, to hire that kind of work done. 

Senator McNamara. I think throughout the country these are the 
kind of things the homeowner usually does himself, and I don’t think 
that’s a particular part of our problem. 

Mr. Rypuotm. No; but there are some—well, cabinetmaking—a 
homeowner has to be a pretty good man to be able to do those things. 

Senator McNamara. The ready-built units now work out very well 
in that case.. 

Thank you very much. I think your testimony has been very help- 
ful, and you can be sure we will give it every consideration, as well 
as your recommendations. Thank you, Mr. — 

(The prepared statement of Mr. Rydholm follows :) 


PREPARED STATEMENT OF C. FRED RYDHOLM, MAYOR, MARQUETTE, MICH. 


Due to a heavy schedule and some confusion on dates of this hearing, I was 
unable to give this problem all the study I would liked to have; however, with 
the fine cross section of people who will be testifying, I feel you should get a 
good picture of the employment situation in our area and should be able to single 
out a few definite conclusions that might be acted upon to the benefit of all. 

Generally, employment here has been relatively stable other than seasonal 
employment and to those either directly or indirectly connected with the steel 
strike. Assuming the strike to be an “unnatural” condition, I will try to comment 
on the other areas of employment in our area. 


TAXES AND EMPLOYMENT 


Marquette has a very limited tax base; from a wage and employment angle, 
we are very fortunate in having Northern Michigan College, the Marquette Branch 
Prison in our city, and K. I. Sawyer Airbase in our vicinity; however, where 
normally large employers would be providing a huge property-tax base, these 
institutions, being Government owned, are property tax exempt. The result is 
that taxes on this small basis are necessarily high per property owner for schools 
and other Governmental services. It is imperative that we bring additional in- 
dustries into our city to offset this fact. Certain types of industry could take up 
the winter layoff group from the resort and shipping businesses. There are also 
other areas where people must be laid off due to seasonal weather conditions. 


BASIC INDUSTRIES 


Other than the large number of governmental employees in Marquette, the city 
has four other basic employment areas: 

(a) First, the lumber and wood-products group. We have a small factory 
making various wooden articles and furniture, several sawmills which produce 
more lumber together than any other town in upper Michigan, and an industrial 
Plant which is the largest producer of charcoal in the world. These are good, 
Stable industries and will be here as long as timber is being produced. The 
county of Marquette is 95 percent forest land and is the largest county in Michi- 
gan and could easily support more industry of this nature; however, about 275,000 
acres of this county alone is owned by the State and Federal Governments, to 
Say nothing of millions of acres in the rest of upper Michigan. If some of this 
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land were released to private and industrial ownership, it would bolster the 
State or Federal Treasury, put the land on the tax roll, lessen to a degree other 
taxes, encourage industry because of available resources, and reduce taxes, and 
thereby raise economic conditions. The lands would still be available for public 
recreation for the most part and would be handled by trained foresters without 
expense to taxpayers. The lumber industry is a year-round operation. 

(b) Second industry would be shipping. We have two iron ore docks and 
railroads with shops and related workers. This is directly related to the pro- 
duction of the iron mines of the Marquette Range; however, shipping must, out 
of necessity, cease during the winter and some men must be laid off. Generally, 
this should be a good stable industry, as long as the mines are in operation, 
Mine officials say they have reserves for many years and will operate as long 
as they can compete with mines of other areas and other countries. Our mines 
here are mostly underground or produce a low-grade ore that needs additional 
processing before shipment. 

(c) The tourist trade here is on the increase and ‘brings consideratJe money 
into the area. We have an extremely short season, namely, July and August, 
but this is supplemented with the various hunting seasons and wint?yv sports 
season. At present, many available tourists establishments are heing rented 
as homes by personnel connected with the airbase, since there is' an #xtreme 
housing shortage in Marquette due to recent influx of people. I »xpect it will 
take several years to catch up in this respect. Because of this, ind huge ex- 
pansion programs of the airbase, Northern Michigan College, and .rea schools, 
as well as other buildings, the building trades are enjoying a pre onged period 
of steady work and good pay which should last for some years t come. Many 
homeowners find it difficult to compete with these wages to have maintenance 
work done on their own property. 

(d) The last group would include small private enterprises, small industries, 
commercial fishing, etc., which, collectively, create substantial employment. 


SUMMARY 


Main causes of unemployment at the present time are: (1) Strikes, (2) sea- 
sonal work, (3) lack of, or undeveloped, industry. 

Some recommendations to consider which may help our area : 

1. Help find markets for products (woodpulp, charcoal, fish, ete. (herring 
sells for 4 cents per pound in season) ). 

2. Encourage industry. We have an excellent business climate in Marquette 
and the Upper Peninsula. 

3. Release portions of Government-owned land. 

4. Support Northern Michigan College’s fine efforts to provide public service 
and extension services. 


5. Educate public on loan programs for small businesses and industries. 

6. Tree-planting programs. 

7. Study on pulp and lumber prices. 

8. Encourage research on trees, game and fish. 

Senator McNamara. The next witness is Mr. Rubin, executive 
secretary of the Mackinac Bridge Authority—he’s not here. 

Mr. Aarne Ervast, area representative, Michigan Department of 
Economic Development, of Laurium, is the next witness. We're 
certainly glad to have you here this morning. We know of your in- 
terest in our problem. I see you have a prepared statement that will 
be printed in full in the record at this point. You can be seated 
and you may summarize in your own manner. 


STATEMENT OF AARNE ERVAST, AREA REPRESENTATIVE, MICHI- 
GAN DEPARTMENT OF ECONOMIC DEVELOPMENT 


Mr. Ervast. Thank you, Mr.Chairman. At the outset here I would 


like to inform you that my colleague was to appear here with me this 
morning, Mr. Gerald Johnson, manager of the Upper Peninsula 
Development Association, and he has been called to Tulsa because 
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of the illness of his father, so therefore he asked me to pass his regrets 
on to you that he could not appear here this morning. 

Senator McNamara. Do you have a statement from him? 

Mr. Ervast. I have no statement from him, Mr. Chairman, but he 
informed me that he would submit to you a full statement for the 
record. 

Senator McNamara. That will be printed in full in the record at 
this point if we receive it. Thank you. 

Mr. Ervast. My testimony here will consist primarily of a view 
of our economy in the Upper Peninsula, what has happened popula- 
tionwise, what has happened employmentwise, what has been at- 
tempted so far as trying to have a regeneration of the economy is 
concerned, actually what progress has been made, and then what 
circumstances have caused this apparent decline in our economy. 
With that preface I would like to summarize from my prepared 
statement. 

POPULATION TRENDS 


Population trends are considered an important measurement of 
economic and social well-being. On the basis of this index, the Upper 
Peninsula of Michigan appears to face an uncertain future. 

A study of the population picture of the entire Upper Peninsula 
brings out this fact: From figures available for the 20th century, 
the region’s population count increased from 261,362 in 1900 to 332,556 
in 1920; from 1920 through 1957, the figure dropped to 297,420, a 
loss of 35,136. 

It is fully expected that this downward trend will stop sometime 
and there is evidence that the pace of population loss has been slowed 
down but not stopped. From 1920 to 1950 Michigan gained 73.7 
percent, and for the 1950-57 period the increase was 22.5 percent. 
The Upper Peninsula situation for the same period reveals a 8.1 per- 
cent loss for the span of 1520-50 and a 1.6 percent decline for the 
years 1950-57. 

Closely related to the population loss is the change in the popula- 
tion structure, which indicates deterioration and very adversely 
affects a sound industrial and business economy and poses problems 
of ahuman and social nature. 

Here,is what has occurred since 1930. Of the total population, 
those under 21 in 1930 comprised 44.9 percent; in 1940, 38.4 percent, 
and in 1950, 36.9 percent. In the 21 to 64 age bracket, the percentages 
read: 49.8 percent in 1930, 54.7 percent in 1940, and 53.5 percent in 
1950. The 65 years and overgrouping shows 5.3 percent in 1930, 
6.9 percent in 1940, and 9.6 percent in 1950. The only conclusion is 
that there has been a continuing loss in our productive age classes 
and an increase in the number that are generally not regarded as 
available for employment. 


EMPLOYMENT DATA 


We must also consider employment or unemployment, whichever 
term you desire to use. Data on the employment situation is signifi- 
cant and important because it portrays the overall income status of the 
population and measures a region’s prosperity, regardless of trends 
in population. 
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The total labor force for 1949 has been given as 101,750. For the 
first 6 months of 1958, the figure is 97,700. 

Agricultural employment numbered 12,085 in 1949; for 1958, 8,533. 

Unemployment for 1949 is listed as 12,800; for 1958 (6 months) was 
14,517. Percentagewise this indicates 12.6 percent unemployment in 
1949 and 14.9 percent in 1958. 

Total nonfarm employment for 1949 was computed at 75,708. The 
corresponding count for 1958 (6 months) is 72,983. By major oc- 
cupational classifications, employment for 1949 and 1958 (6 months) 
tabulates as follows—— 

Senator McNamara. Do you have copies of your statement, Mr. 
Ervast ? 

Mr. Ervast. I have copies, Mr. Chairman, which I will leave with 
you. 

These figures are by no means complete because, when you talk 
about the number of industries, it is rather difficult to get the figures 
right down to the nth degree, so bear with me, but I think it does give 
you some representative picture. 

A spot check shows at least the entry of 79 new concerns since 1946. 
Estimated employment of these is 4,100. Seventy percent of these 

lants employ 50 or less and represent a good spread of diversification 

ut limited employment opportunity. ‘There may be quite a number 
of plants but their total employment is small because of the small 
nature of the plants. 

With the fierce competition existing today, it is of paramount im- 
portance that the State of Michigan, the Upper Peninsula as a region, 
and its communities marshal all their forces in a combination of in- 
dividual and concerted effort, if future economic growth is to be 
obtained. 

That concludes my formal statement, Mr. Chairman, but for the 
record I would like to append to it statistics and the tables backing 
up the information that I have here. 

Senator McNamara. We’re very happy to have those tables and any 
other information that you want to attach for the record. We will 
see that it is published in connection with your statement. You ap- 
parently do not, in your breakdown of employees in industry groups, 
make any reference to tourism and the number of people employed in 
the tourist industry. I don’t see it in any other parts of your’ state- 
ment. Haveyou any statistics on that? 

Mr. Ervasrt. No, sir, I haven’t I left that out purposely because 
that is not a field that I have made any study of and I’m not sure my 
information would be correct. 

med McNamara. I think we will have other people here who 
will. 

You give us the number of employees and you show your regressive 
trend inemployment. Do you charge any part of this to automation 
in the mines and other industries ? 

Mr. Ervast. Well, I think that our mines and also the forest in- 
dustry, in order to remain competitive, must automate and must 
mechanize, so therefore as mechanization goes on, naturally there is a 
displacement of a man with a machine. Yes, I do attribute some. 

enator McNamara. Do you find that fewer people are turning out 
as much production now as a number of people did previously, or 1s 
that an exaggeration of the picture? 
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Mr. Ervast. No, I think that it has been demonstrated that less 
people can produce more. ; 

Senator McNamara. It has been very interesting, thank you very 
much, it has been very helpful. 

Mr. Ervast. Thank you, Mr. Chairman. 

(The material referred to above follows :) 


Hon. BucENE J. McCartuy, 
U.S. Senate, Chairman, 
Special Committee on Unemployment Problems. 


DEAR SENATOR McCartTHuy: Attached herewith is my prepared testimony re- 
lating to your study and hearings on unemployment conditions. 

The report covers the Michigan problem from the Upper Peninsula standpoint 
as the full Michigan picture will undoubtedly get full coverage at your Detroit 
hearing. 

To supplement the summary information being submitted, we are including, 
for the record, the following: 

(1) Ebasco report on Michigan’s Upper Peninsula. 

(2) A 1959 progress report on the industrial, electric power, transporta- 
tion, mining, and other economic developments since the issuance of the 
Ebasco report to the Michigan Economic Development Commission on June 
1, 1953. 

(3) Tabulations covering— 

(a) Comparison of population trends in Michigan, 1900-57. 

(bo) Comparisons of population trends in Michigan (1900-57) with 
particular reference to western Upper Peninsula. 

(c) Comparison of population trends in age groups by areas of the 
State, 1930-50. 

(d@) Comparison of population trends in age groups by counties, 
1930-50 (western Upper Peninsula). 

(e) Comparison of population trends in age groups by counties, 
1930-50 (eastern Upper Peninsula). 

(f) Seasonal trend in unemployment in the Upper Peninsula for 
February, May, August, and November, 1950-58. 

(g) Analysis of labor force in the Upper Peninsula for January and 
July, 1950-58. 

(h) Employment trends in the Upper Peninsula, 1949-58. 

(i) Taxable payrolls by industry groups for 1951, 1953, and 1956 for 
selected regions of Michigan. 

(7) Number of employees by industry groups for 1951, 1953, and 1956 
for selected regions of Michigan. 

(kK) Number of reporting establishments by industry groups for 1951, 
1953, and 1956 for selected regions of Michigan. 

We hope and trust that the information and supporting data sheets will assist 
you in a small way at least, to arrive at answers to the Michigan unemployment 
problem, and particularly that of the Upper Peninsula. 

Sincerely, 

AARNE R. ERVAST, 
Upper Peninsula Industrial Agent, 
Michigan Economic Development Department. 


PREPARED STATEMENT OF Mr. AARNE R. Ervast, UPPER PENINSULA INDUSTRIAL 
AGENT, MicHIGAN EcONOMIC DEVELOPMENT DEPARTMENT 


Population trends are considered an important measurement of economic and 
Social well-being. On the basis of this index, the Upper Peninsula of Michigan 
appears to face an uncertain future. 

A study of the population picture of the entire Upper Peninsula brings out 
this fact: From figures available for the 20th century, the region’s population 
count increased from 261,362 in 1900 to 332,556 in 1920; from 1920 through 1957, 
the figure dropped to 297,420, a loss of 35,136. 

_ it is fully expected that this downward trend will stop some time and there 
is evidence that the pace of population loss has been slowed down, but not 
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stopped. From 1920 to 1950 Michigan gained 73.7 percent, and for the 1950-57 
period the increase was 22.5 percent. The Upper Peninsula situation for the 
same period reveals a 9.1 percent loss for the span of 1920 to 1950 and a 1.6 per- 
cent decline for the years 1950-57. 

Closely related to the population loss is the change in the population structure 
which indicates deterioration and very adversely effects a sound industrial and 
business economy and poses problems of a human and social nature. 

Here is what has occurred since 1930. Of the total population, those under 
21 in 1930 comprised 44.9 percent; in 1940, 38.4 percent, and in 1950, 36.9 per- 
cent. In the 21-64 age bracket the percentages read: 49.8 percent in 1930; 
54.7 percent in 1940, and 53.5 percent in 1950. The 65 years and over grouping 
shows 5.3 percent in 1930, 6.9 percent in 1940 and 9.6 percent in 1950. The only 
conclusion is that there has been a continuing loss in our productive age classes 
and an increase in the number that are generally not regarded as available for 
employment. 

We must also consider employment or unemployment, whichever term you 
desire to use. Data on the employment situation is significant and important 
because it portrays the overall income status of the population and measures 
a regions prosperity, regardless of trends in population. 

The total labor force for 1949 has been given as 101,750. For the first 6 months 
of 1958 the figure is 97,700. 

Agricultural employment numbered 12,085 in 1949: for 1958, 8,533. 

Unemployment for 1949 is listed as 12,800. The 1958 (6 months) was 14,517. 
Percentagewise this indicates 12.6 percent unemployment in 1949 and 14.9 
percent in 1958. 

Total nonfarm employment for 1949 was set at 75,708. The corresponding 
count for 1958 (6 months) is 72,983. By major occupational classifications, em- 
ployment for 1949 and 1958 (6 months) tabulates as follows: 


. Wage and salary workers 

. Manufacturing -__-__-- 

5 eenneen ene MmpMia es cod es csi hee deed 
. Furniture and fixtures ! 

. Paper and allied products ! 


1 Only 2 industrial categories showing no decrease in employment. 


Taking the number of employees by industry groups for comparison purposes 
by the years 1951, 1953, and 1956, the changes are: 


Total all industries (minus 7 percent) 

. Mining (minus 4.9 percent) 

. Contract construction (minus 8.7 percent) 
Manufacturing (minus 16.3 percent) 

. Public utilities (minus 1.5 percent) 

. Wholesale trade (plus 1 percent) 

- Retail trade (minus 2.2 percent) 

. Services (plus 16 percent) 


Obviously the population and employment pattern since 1920 puts into sharp 
focus a history of economic retrogression despite some offset resulting from new 
industry introducd to the region since the close of World War II. 

The cause of this regressive trend can be said to be the lack of suitable job 
opportunities which in turn has caused a great outmigration of our “productive 
age” labor force. Contributing to this overall chronic problem of unemployment, 
absence of job opportunities, and economic decline are such factors as: 

(1) Predominance of the extractive type of industry such as mining and 
forestry—forest products with the production being a raw material whose 
end product or products are manufactured or fabricated elsewhere in the 
Nation. 

(2) Lack of diversified manufacturing and fabrication often attributed 
to such factors as: 

(a) Geographic isolation causing problems in terms of freight rates 
and transit time. 


WADA PO he 
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(b) Distance from major market area and the lack of a consumer 
market of needed magnitude in the immediate region. 

(c) Isolation of area from secondary manufacturers who provide 
“the prime” manufacturer with supplies and manufactured items. 

(d) Allged lack of risk capital minimizing the opportunities for the 
development of new small industry of the home grown type and the ex- 
pansion of existing small sized industries. 

(e) National and international trade competition which is posing a 
major challenge to our extractive type of industry in preservation of 
their present market. 

(f) Lack of competitively priced industrial fuels. 

The question can be very naturally asked as to what effort has been made and 
by whom to halt the receding economy, to provide more job opportunities in the 
area, and to bring new industrial growth to the region 

Roughly since the close of World War II, there has been expanded activity 
toward industrial stabilization and growth. Existing industry, State and local 
governments, State universities and colleges, and local groups have all extended 
efforts to promote economic growth. 

The iron ore mining industry has carried on an extensive program of research 
not only on the improvement of the quality of the direct shipping ores but also 
on the beneficiation and pelletization of the lower grade iron ores. The Marquette 
and Menominee iron ranges now have operations in the low grade iron ore field. 

Copper mining, through introduction of new methods and processes, has as- 
sured longevity to this industry. Here again research in extraction of the lower 
grades of copper ore has resulted in one complete new industry since 1950, 
employing approximately 1,200. 

Applied research by the Forest Products Research Division of the Michigan 
College of Mining and Technology materially assisted in the establishment of two 
wood utilizing industries engaged in the manufacture of insulation board and 
corrugating medium. Employment, direct and indirect, approximately 800 to 
1,000 is expected when full production is attained. 

The Michigan Department of Economic Devlopment, a State agency established 
in 1947 by the legislature, has carried on an economic development program in 
the Upper Peninsula since its inception. Assistance has been rendered through 
collaboration with the Upper Peninsula Development Bureau and its industrial 
department, the Upper Michigan Industrial Development Association, chambers 
of commerce and allied organizations in the fields of: 

(1) Organization for industrial development. 

(2) Preparation of industrial surveys, on some 40 communities. 
(3) Location of industrial prospects and prospect leads. 

(4) Work with specific industrial prospects. 

(5) Assistance to existing industry. 

(6) Listing of available plant space. 

The Michigan Economic Development Department sponsored a_ privately 
financed engineering study of the economic potential of the Upper Peninsula. 
This was made by Ebasco Services of New York and published in 1953. It has 
served the Upper Peninsula as a guide in economic development. 

At least 22 chambers of commerce or kindred groups have industrial develop- 
ment committees. Eight communities have established industrial development 
corporations to provide financial assistance to attract new industries and 
maintain and expand existing plants. 

From January 1957 to July 1959, the industrial department of the Upper 
Peninsula Development Bureau, carried on an overall program of development, 
excluding tourism. Its successor, the Upper Michigan Industrial Development 
Association took over in July to continue the work of its predecessor. 

Net employment loss in manufacturing was reduced by new industrial starts. 
A spot check shows at least the entry of 79 new concerns since 1946. Estimated 
employment of these is 4,100. Seventy percent of these plants employ 50 or less 
and represent a good spread of diversification but limited employment opportunity. 

With the fierce competition existent today, it is of paramount importance that 
the State of Michigan, the Upper Peninsula as a region, and its communities 
marshal all their forces in a combination of individual and concerted effort, if 
future economic growth is to be obtained. 
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THE Uprer PENINSULA oF MICHIGAN: 6 YEARS AFTER EBAsco REPORT 


A progress report on the industrial, electric power, transportation, mining, 
and other economic developments since the issuance of the Ebasco Report to 
the Michigan Economic Development Commission on June 1, 19538. June 1, 1956 
Report by Upper Peninsula Regional Advisory Board, Revised June 1, 1959 by 
Aarne Ervast, Upper Peninsula Representative, Michigan Economic Development 
Department. 

INTRODUCTION 


The 1950 census figures were most disappointing, but apparently they provided 
just the shock that was needed to arouse the Upper Peninsula of Michigan out 
of the ruts of complacency and lethargy. 

The census report showed Upper Peninsula population dropping from 323,544 
in 1940 to 302,258 in 1950,a decline of 7 percent. But, actually, the decline 
was even greater. For while the Upper Peninsula declined 7 percent, the State 
of Michigan as a whole gained 21 percent in population during the decade. 

The Michigan Department of Economic Development and the Upper Peninsula 
Development Bureau joined hands in helping local Upper Peninsula commu- 
nities help themselves. The two agencies assisted the cities, villages, and 
hamlets in making industrial surveys and issuing brochures, describing their 
economic advantages. 

The manner in which the Upper Peninsula people tackled their difficult problem 
attracted sympathetic attention from lower Michigan. Men like Dan Gerber 
of Gerber Products, Walker Cisler of Detroit Edison, John Coleman of Bur- 
roughs Adding Machine and others volunteered their help. As members of the 
Michigan Economic Development Commission, these men had become deeply 
interested in the Upper Peninsula’s economic situation. 

As a result, downstate industrial and financial leaders offered to match Upper 
Peninsula funds to finance a comprehensive economic survey of the region. 
The sum of $20,000 was raised, and Ebasco Services, Inc., of New York was 
engaged to make the survey. 

Ebasco assigned William Rooney and other staff members to the job. They 
worked a year on research and preparation of their report, now familiarly known 
as the Ebasco report. 

The Ebasco report was submitted to the Michigan Economic Development 
Commission on June 1, 1953. Not long later, it was submitted by the commis- 
sion to the Upper Peninsula Advisory Board and the Upper Peninsula Develop- 
ment Bureau. 

After a year of careful research, study, and evaluation, Ebasco made certain 
major recommendations which, in its opinion, would best enhance the future 
— growth of the region. In their analysis, Ebasco Services concluded 

at: 

A, An Upper Peninsula-wide organization should be established to formulate, 
direct, and guide an overall development program for the entire Upper Peninsula 
and that the logical place for such a promotional unit would be the Upper 
Peninsula Development Bureau at Marquette. 

B. Industrial and economic opportunities appearing to have the best chance 
of success would be those utilizing the available resources of the area; that, in 
general, the greatest opportunities present themselves in the forestry and forest 
products fields. 

C. Strong community and intercommunity development associations and com- 
mittees are necessary and should be formed to work in cooperation and collabo- 
ration with the Upper Peninsula Development Bureau to carry out development 
programs on the local level. 

D. Promotional activities planned for the benefit of the entire peninsula should 
definitely include effort on such specific projects as— 

1. Expansion of needed electric power capacity. 

2. Extension of natural gas into the Upper Peninsula. 

8. Construction of the Mackinac Straits Bridge. 

4, Construction of bridge between the American and Canadian Soos. 

5. Improvement of ferry service between Frankfort and the Upper 
Peninsula. 

6. Improvement of transportation facilities, including east and west air- 
line service between Upper Peninsula cities and additional interstate airline 
service. 

7. Early establishment of television service in the Upper Peninsula. 
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8. Foster studies on industrial financing, freight problems, and the con- 
tinuing collection of economic data pertaining to and for the use of existing 
and prospective businesses and industries. 

9. Institute publicity emphasizing the favorable experiences of diverse 
Upper Peninsula industries not dependent upon the natural resources of 
the area. 

10. Counteract false adverse opinion of the Upper Peninsula weather as 
held by many outsiders. 

11. Encourage favorable legislation and attitudes that would improve the 
economic climate of the Upper Peninsula and discourage unfavorable legis- 
lation and regulations. 

12. Stimulate and aid communities throughout the area to organize and 
conduct effective economic development programs. 

13. Expand and accelerate training programs for resort operators and 
their personnel. 

PART I. INDUSTRIAL 


The Ebasco report recommended that an Upper Peninsula-wide organization 
be formed to guide an overall industrial program for the region. 

As soon as the report was released by the Michigan Economic Development 
Commission, machinery was put into motion to organize an industrial division 
in the Upper Peninsula Development Bureau. For nearly a half century, the 
bureau had been promoting the agricultural, industrial, and recreational de- 
velopment of the region. So it was quickly and generally recognized that the 
bureau was the logical agency to assume this added responsibility. 

Leading citizens in Upper Peninsula industry, commerce, and finance assumed 
the roles of “minutemen,” traveling from community to community to arouse 
interest in the Upper Peninsula Development Bureau’s new industrial promotion 
program. An annual budget of $50,000 for a 5-year period was adopted. The 
industrial department of the bureau has been in operation for the past 24%4 
years under the direction of a competent director. However, due to financial 
difficulties resulting from mounting publication costs occurring in the tourist 
and resort department of the Upper Peninsula Development Bureau, the 
corporation was Officially dissolved on June 25, 1959. The two departments 
are now being reorganized as separate organizations to promote tourism and 
industrial development in the Upper Peninsula. For the present, one will be 
known as the Upper Michigan Tourist Association, and the other as the Upper 
Peninsula Industrial Commission. The director of the former industrial depart- 
ment of the bureau is continuing as manager of the new industrial commission. 
The first goal of the new commission will be to provide sufficient funds with 
which to compete with the rest of the United States in the field of industrial 
development. At least $50,000 will be sought from the 15 Upper Peninsula 
counties for each year’s operation of the commission. 

The initial activity by the bureau revived local interest in industrial promo- 
tion. Industrial development corporations or foundations have been organized 
in Ironwood, Iron Mountain, Sault Ste. Marie, Menominee, Stephenson, and 
Manistique. Other Upper Peninsula communities are now actively considering 
the formation of development corporations and have formed committees to make 
industrial surveys, publish brochures, and bid for new industries. 

The Ebasco report emphasized the industrial possibilities offered by the use 
of available natural resources, especially those of the Upper Peninsula forests. 
It recommended continued efforts to expand the region’s economy through 
utilization of northern hardwoods in products such as pulp and paper, corru- 
gating medium, hardboard, and other similar products. 

This concurred with the thinking of the Michigan Economic Development 
Department and the Forest Products Research Division of the Michigan College 
of Mining and Technology at Houghton. Two recent developments have demon- 
strated they were on the right track. 

In May 1956 the farflung Celotex Corp. announced a $13 million expansion 
project in the Upper Peninsula. It purchased the 176-acre Ford sawmill site 
at L’Anse and 242,000 acres of surrounding timberland. Construction of the 
seogd bon progressed to the point where start of operations is fully expected by 
ate 1959. 

Celotex is expected to employ from 125 to 150 at the L’Anse plant. At the 
Same time it will furnish employment to about 375 men in the woods. The 
plant’s daily capacity is one-half million square feet of insulation board. Celotex 
has provided L’Anse with a good shot in the arm. The gloom caused by the 
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closing of the Ford sawmill has been replaced by optimism that visions L’Anse 
being as well off, if not better, than during its lumbering heyday. 

There’s an interesting story behind the Celotex move to the Upper Peninsula. 
After Ford closed down at L’Anse, forest products research experts of Michigan 
Tech contacted Celotex officials and told them of the possibilities of using northern 
hardwoods for fiberboard. In the spring of 1955, the forest products research 
division sent local pulpwood to a Springfield, Ohio, laboratory, where samples 
of insulation board were produced on a pilot-plant scale. The tests were success- 
ful, and Celotex was convinced. 

The other noteworthy development was the acquisition of the Ontonagon mill 
of the National Container Corp., by a new company—the Huss-Ontonagon Pulp 
& Paper Co. Extensive remodeling of the plant has taken place and new and 
modern papermaking machinery has been installed. Corrugating medium from 
Upper Peninsula hardwoods is the mill product. 

Employment at the Ontonagon mill is around the 160 mark. Production 
ability of the plant, at present, is well in excess of 150 tons per day. 

Several companies are now looking over the opportunities for pulp manufac- 
ture in the eastern portion of the Upper Peninsula. Foresters claim there is a 
large supply of aspen and other pulpwood going to waste at maturity because it 
is not being harvested. 

The Ebasco report also indicated that further development of certain manu- 
facturing and remanufacturing industries afford good possibilities for industrial 
expansion. Recent developments have given substance to this view. 

Unit Structures of Peshtigo, Wis., has located an operation at Hermansville 
on property leased from the Wisconsin Land & Lumber Co. This is a small oper- 
ation employing about a half dozen or more men, but to a small community like 
Hermansville it is appreciable. Unit Structures, Inc., manufactures laminated 
roof trusses, rafters, and other fabricated timber structures. Another industry, 
the Osmose Wood Preserving Co., has located small plants at Ishpeming and 
Bessemer to treat wood for underground mines. 

Other industries recently established include: (1) Future Products Corp., 
Menominee, manufacturers of portable air compressors and industrial exhaust 
fans; (2) the Kelsey Foundry & Machine Co. of Menominee which makes aluni- 
num castings; (3) Sven Anderson Manufacturing Co. of Hermansville, produ- 
cers of house lumber products; (4) Northern Cedarcraft Products, Inc., of 
Gladstone, manufacturers of cedar fencing; (5) Early American Fence Co. of 
Escanaba, also in cedar fencing; (6) Plant No. 2 of Universal Machine Co. 
of Fenton at Ramsay, makers of aircraft products; (7) Lake States Wood 
Treating Inc., Quinnesec, to treat cedar poles, posts, and timber; (8) United 
Garment Co. of Minneapolis, a branch plant at Iron Mountain; (9) Neph Home 
Improvement Co. of Calumet, engaged in the aluminum door and window 
business; (10) Cloverland Fabricators of Crystal Falls, a sheet metal plant; (11) 
Brothers, Inc., of Hermansville, tank manufacturers; and (12) Les Cheneaux 
Products, Inc., of Hessel, brickcrete for home building. 

The Kingsford Co. of Iron Mountain purchased Knoll Bros., of Chicago, a 
juvenile furniture manufacturer, and moved the entire operation to Iron 
Mountain. In addition, the company formed a subsidiary to supply dimension 
stock for the furniture needs. 

Interest in the possibilities of food carton stock and particle board manu- 
facture continues to exist, with at least three companies taking very close 
looks at the potential. 

The Ebasco report recommended a publicity program to emphasize the favor- 
able experiences of Upper Peninsula industries not dependent upon the natural 
resources of the area. While effort has been made in this direction, there is 
still more than can be done. 

For instance, one of the newer Upper Peninsula industries, the Harnischfeger 
Corp., imports a large volume of steel and other materials from out of State to 
manufacture truck cranes, excavators, and electric welders at Escanaba. 
Harnischfeger employs nearly 1,000 at its two Escanaba plants. 

Older Upper Peninsula metal industries include two Menominee concerns, 
Prescott, manufacturer of pumps and sawmill machinery, and Heywood-Wake- 
field, which makes the famous Lloyd line of theater seating, baby buggies, and 
various furniture items; and Lake Shore, Inc., of Iron Mountain and Mar- 
quette, mining equipment, cargo gear, winches, and conveyors. At Gladstone, 
the Marble Arms firm has been making hatchets, gunsights, knives, and other 
sporting goods for a half century, while an, affiliated concern, .Marble-Card. 
makes electric motors. 
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Arthur L. Grede, vice president of Grede Foundries, Inc., which operates 
large foundries in Milwaukee and another at Iron Mountain, Mich., is one of the 
leaders in the industrial promotion program in the Upper Peninsula. He has 
devoted much time in traveling from Milwaukee to attend various meetings 
of the development bureau in the Upper Peninsula. 

Mr. Grede cautions against overemphasis of the Ebasco Report’s contention 
that the best opportunities for industrial expansion lie in the utilization of 
forest products. He explains: 

“It is, of course, worth mentioning, as pointed out in the Ebasco Report, that 
the wood products fields offer good opportunities for development of new in- 
dustries in the Upper Peninsula. But I question the advisability of over- 
emphasizing this fact, because there are so many possible exceptions. I question 
whether it would be to the advantage of the Upper Peninsula to give the im- 
pression that might indicate lack of opportunities in many unrelated fields. 

“The principal advantages which offset the handicap of higher transportation 
differentials,” Mr. Grede continues, “are the more desirable living conditions 
for some people, which contributes to a steadier and better labor market. The 
Upper Peninsula is more accessible and closer to many markets than most people 
realize. The fact that Grede Foundries and many others find it profitable and 
desirable to operate plants in the Upper Peninsula, even though a substantial 
part of their markets are not in the Upper Peninsula, is the best evidence of the 
industrial potential of the Upper Peninsula.” 


PART 2. ELECTRIC POWER 


Shortage of electric power has frustrated most Upper Peninsula communi- 
ties in their efforts to attract new industries. This was pointed up 6 years 
ago in the Ebasco Report, which stated the shortage of adequate electric 
power was the greatest single obstacle to industrial development. 

For instance, the city of Escanaba launched a vigorous industrial promo- 
tion program after its $15 million ore dock project folded in the middle of 
World War II. It landed several small plants and one major industry, the 
Harnischfeger Corp., which is a heavy user of electric power. In fact, after 
Harnischfeger came, Escanaba had no additional power to offer prospective 
industries. So, the city of Escanaba completed, in 1958, the building of a $7 
million, 25,000-kilowatt steam electric generating plant on the waterfront site of 
the ill-fated, wartime ore dock project. 

The electric power situation has been improving rapidly in the Upper 
Peninsula in the past 6 years. Taking the lead has been the Upper Peninsula 
Power Co., of Houghton. 

In 1953 it acquired two electric properties, the Cliffs Power & Light Co. 
and Michigan Gas & Electric Co. in the north central part of the Upper Peninsula. 
Simultaneously, the Upper Peninsula Generating Co. was formed, owned jointly 
by the U. P. Power Co. and The Cleveland Cliffs Iron Co. 

In 1955 the Generating Co. completed a generating station at Marquette to 
provide energy for the new low-grade iron industry and for area expansion. A 
100-mile transmission line was built at this time to integrate the station and the 
newly acquired property with the U. P. Power Co.’s system in the northwestern 
portion of the peninsula. 

Shortly thereafter the U. P. Power Co. completed negotiations with the Meade 
Corp. to take over, in May 1958, the Upper Michigan Power & Light Co., which 
serves customers in the rural area over most of Delta County. 

At the same time, arrangements were made whereby Escanaba’s municipally 
constructed generating station would be managed and operated by the power 
company. From this plant the U. P. Power Co. distributes energy to the city 
and to customers of the former Upper Michigan Power & Light Co. The 
Escanaba station was placed in commercial operation in June 1958. A 70-mile 
transmission line unites this plant and area with the balance of the power 
company’s system. 

The integrating, or uniting of these systems, together with constructing the 
hew stations at load centers has assured electric customers a firm source of 
power and assured industry of plenty of energy for their present and future 
needs, As an example, shortly after acquisition of the Upper Michigan Power & 
Light Co., Upper Peninsula Power Co. completed an 11-mile 33-kilovolt trans- 
mission line to supply additional energy to customers in Delta County, including 
the Alger-Delta Cooperative Electrification Association who sell to a new in- 
dustry, the American Playground Device Co. 
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The building of the Marquette powerplant, coupled with construction of a 
tie-in line, has resulted in a complete power circuit, extending from White Pine 
in Ontonagon County on the west, some 150 miles east and north to Copper 
Harbor at the tip of the Keweenaw Peninsula, and southeast to Port Inland 
near Manistique in Schoolcraft County. This involves a network of more than 
1,800 miles of power lines. 

In its latest move to increase electric power supplies, the U. P. Power Co., by 
August 1, 1959, will complete a generating plant, the John H. Warden station, 
to supply the electric power and live steam needs of the Celotex Corp.’s new 
plant under construction at L’Anse, Mich. As a result of its aggressive program 
to provide the electric power needs of its territory, the electric sales of this 
power company have quadrupled over the past 10 years. 

By 1960, the company should be generating 75,000 kilowatts and probably 
will have tied to its system an additional 40,000 kilowatts of other concerns, 
This is an impressive figure when compared to only 20,000 kilowatts produced 
by Upper Peninsula Power prior to 1953-54. 

Shortly after the Ebasco Report was issued, the city of Gladstone launched 
a campaign to build a municipal electric generating plant, a proposal that was 
approved by the voters at the polls. Gladstone, a city of 5,000 just 7 miles from 
Escanaba, opened a 6,000-kilowatt steam generating plant on its waterfront in 
June 1955. 

The laying of the cable across the Straits of Mackinac by Consumers Power Co. 
furnishes additional electric power to the Sault Edison Electric Co. It provides 
the eastern part of the Upper Peninsula with power sufficient to take care of 
future normal needs. 

The Edison Sault Electric Co., in the past 10 years, constructed over 160 
miles of transmission line and acquired the distribution system of the city of 
Manistique to give them expandible power. 

Wisconsin Michigan Power Co.’s parent, Wisconsin Electric Power, completed, 
in October 1957, a fourth unit at its Oak Creek plant, increasing its capacity 
to 500,000 kilowatts. In 1959-60 another 250,000 kilowatts will be added. Wis- 
consin Electric Power provides the power requirements of Wisconsin Michigan 
above the output of the latter’s plants. A recent large customer of Wisconsin 
Michigan’s is the new Groveland Mine, a low-grade iron ore project of M. A. 
Hanna, north of Iron Mountain. 

Wisconsin Public Service Corp., serving part of Menominee County, in 1954 
completed a new station near Wausau, Wis., and is presently adding a second 
unit to this station. Lake Superior District Power Co. is adding additional 
boiler capacity at its plant at Ashland, Wis., which will tend to provide addi- 
tional capacity for its Michigan service area. 

Alger-Delta Cooperative Electrification Association in 1958 built an extension 
from Nahma Junction to Nahma to feed power for expansion purchased from 
Upper Peninsula Power Co., to the American Playground Device Co. 

Cloverland Electrification Cooperative a few years ago completed a trans- 
mission line in the Newberry area. 


PART 3. NATURAL GAS 


During the past 3 years a continuous and aggressive effort has characterized 
the quest of natural gas for the Upper Peninsula. The work of the Michigan 
Economic Development Department, a Michigan Senate interim committee, 
private industry, and notably that of the industrial department of the Upper 
Peninsula Development Bureau has been intrumental in getting gas transmission 
companies interested in the Upper Peninsula area. 

An application is now before the Federal Power Commission from a large 
Michigan gas utility which is seeking permission for the transmission of gas 
to the Upper Peninsula. Anther large utility is giving serious consideration for 
submission of an application to FPC for the same purpose. 

Surveys made of potential firm industrial users of natural gas show the 
existence of a sufficient market demand, with the major market centered in the 
low-grade iron ore industry of the Marquette Range. The market surveys have 
been largely responsible for the interest shown by the several gas transmitting 
companies. 

Much has been done toward the attainment of natural gas, but the final answer 
still rests with the future. In the last analysis, decisions of the Federal Power 
Commission will be the determinants. Optimism, however, prevails and there is 
a feeling that the Upper Peninsula will have natural gas service in the early 
1960's. 
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PART 4, MINING 


More electric power and extension of natural gas hold much promise for the 
Upper Peninsula’s industrial economy. 

Mining companies see an advantage in using natural gas for power fuel and 
in the processing of low-grade iron ore, provided it can be obtained at a price 
reasonably competitive with coal. 

Iron and copper, important and invaluable mineral resourves of the peninsula, 
have taken a position of renewed prominence because of the technological 
research that has been conducted. Depletion of high-grade iron and copper 
reserves does not pose the problems it once did. Beneficiation and pelletizing 
processes for low-grade iron ores have added longevity to iron mining. New 
copper mining methods, as demonstrated by the White Pine Copper Co., hold 
high hopes for a long and continuing operation of the copper industry. 

The Bear Creek Mining Co. was interested in exploring, and if found economic, 
to mine copper ore from under Lake Superior and parts of the Porcupine State 
Park. Vigorous opposition by conservation groups and others caused this request 
tobe withdrawn. However, the same company is now interested in the potential 
for copper mining in selected areas of the Ottawa National Forest. 

Exploration for copper ore was conducted during 1957 and 1958 by American 
Metal Climax, Inc., in the vicinity of the Presque Isle River, in northeastern 
Gogebic County. Engineering and metallurgical studies are now being made 
to determine the economic potential of the deposit found. 

The new mineral research program at the Michigan College of Mining and 
Technology, will add to Michigan’s competitive position in production of minerals 
and metals. The Ores Research Building at Michigan Tech was completed in 
1955. Mineral dressing and chemical laboratories have been equipped, and the 
staff is working on the problems of more effective utilization of the iron, copper, 
and other mineral resources. 

Processes have been developed to produce a concentrate from low-grade iron 
ore that has an iron content of 62 to 65 percent. The average iron content, 
now being shipped direct from the mines to lower lake furnaces, is 50 percent. 

Iron-ore concentrate produced from the low-grade “jasper” operations in the 
Upper Peninsula in 1956 amounted to 262,658 tons, in 1957 some 607,066 tons, 
and in 1958 production was 574,914 tons. By 1960, it is estimated that this 
tonnage will be increased in approximately 2 million tons, largely as a result of 
developments underway by the Cleveland Cliffs Iron Co. 

Present low-grade-iron-ore operations in the Upper Peninsula are: 

1. Humboldt Mining Co.: This company was formed by the Cleveland Cliffs 
Iron Co. and the Ford Motor Co. Its Humboldt mine has been in operation 
since 1954. W. A. Sterling, president of the Cleveland Cliffs Iron Co., has 
announced a contract for a Humboldt iron-ore-pelletizing plant with a capacity 
of 2,000 tons per day. This expansion program, which includes the addition of 
facilities to the concentrating plant, will increase the Humboldt capacity to 
about 640,000 tons of annual iron-ore-pellet capacity—a figure approximately 
double the present capacity. 

2. The Marquette Iron Mining Co., managed by Cleveland Cliffs, has a pelletiz- 
ing plant at Eagle Mills, near Marquette. The plant is designed for an annual 
output of 700,000 tons. The concentrate is received from the Republic mine at 
Republic. 

The Republic mine is being operated at full capacity. The rated production 
capacity is 550,000 tons yearly. Plans are now under study regarding the 
possible expansion of the Republic mine and plant to produce at the rate of 
close to 2 million tons annually. 

8. The Hanna Coal & Ore Corp.: This company started operation of its Grove- 
land mine located about 15 miles northeast of Iron Mountain, in the spring of 
1959. The ultimate annual production of concentrate is expected to approxi- 
mate 700,000 tons. 

4. In a somewhat different class are the operations of the Ohio mine of the 
Cleveland Cliffs Iron Co. west of Michigamme and the Book mine of North Range 
Mining Co. at Alpha. They treat the ore somewhat below direct shipping 
grade, upgrading the crude by heavy media separation. The final product 
is not comparable to the 60 percent iron concentrate of the other operations. 
Their total tonnage figures for 1956, 1957, and 1958 were 233,747 tons, 217,110 
tons, and 32,853 tons. 


Jones & Laughlin Steel Corp. has successfully made separation of the non- 
magnetic ores at its Negaunee laboratory. Their process, thus far, is only on 
a pilot plant level. 
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Michigan Tech’s new bureau of mineral research is assisting in basic and 
applied research on the use of all of Michigan’s mineral resources, with imme- 
diate attention to be placed on the iron ore problem. 

Michigan mines shipped 8,210,906 tons of iron ore in 1958, compared to 9.7 
million tons in 1954; 1958, however, was a very poor year by all acceptable 
standards. Amounts shipped in 1955, 1956, and 1957 were 14,148,123 tons, 
12,536,302 tons, and 13,126,746 tons, respectively. 

Three new underground mines have opened in the Upper Peninsula: the 
Peterson mine of Pickands Mather at Bessemer on the Gogebic Range, the 
Cannon mine of the Hana Co. on the Menominee Range, and the Tracy mine of 
Jones & Laughlin at Negaunee. They are offset in part by the closing of seven 
underground mines and of three siliceous iron ore pits. 

In addition to the scheduled reopening of the Ontonagon paper mill, citizens 
of Ontonagon County have a fait accompli to be happy about—White Pine mine. 

The White Pine Copper Co., a subsidiary of the Copper Range Co., revived 
a ghost town that died in 1920 when low copper prices forced the mine to close, 
Now using Joy loaders and other modern equipment, the new White Pine mine 
has a productive capacity of 75 million pounds of copper annually, for at least 
50 years. 

White Pine mine is employing about 1,200 persons. Many of them live 
in the model town that was built by the company—a town with a fine school, 
hospital, parks, playgrounds, and other social facilities. The town’s popula- 
tion is about 1,000. Nonresident workers drive in from within a 80-90-mile 
radius, which includes such communities as Bergland, Ewen, Ontonagon, Green- 
land, Mass, Bruce’s Crossing, Ironwood, Iron River, Houghton, and Calumet. 

In the Keweenaw Peninsula, Calumet & Hecla, Inc., has six mines and one 
reclamation plant in copper production. One of the mines is expected to be 
closed during 1959 because of depletion of ore. 

Mine production by Calumet & Hecla in 1958 was 32,350,156 pounds. Copper 
production from the company’s reclamation plant amounted to 2,817,781 pounds. 
Total State production of copper amounted to 122,059,023 pounds in 1958. 

Exploratory work at the Calumet & Hecla Mass mine in Ontonagon County 
was discontinued in 1958 to permit examination of results and to make a study 
of capital costs and the profit potential. 

The company has exploratory, research, and development programs in progress. 
In 1958 the geological department conducted geophysical prospecting flights over 
its Keweenaw Peninsula holdings. Results are being checked by ground elec- 
tromagnetic methods to determine possible drilling sites. 

New uses for copper oxide are subjects of research with emphasis on the con- 
version of the oxide to copper powder. 

There is one disturbing note in the copper country, however; population con- 
tinues to decline. Back in 1910, Houghton County had the largest population 
in the Upper Peninsula, with a census figure of 88,098. In 1950, the official U.S. 
census gave Houghton County a population of 39,771. And the 1957 estimate 
made by the Michigan Department of Health indicates a decline to 33,580. 

Even though mining picked up in the copper country during World War II, 
the young people continue to migrate to Detroit and other industrial centers to 
join friends and relatives who had gone before. 

In the nonmetallic mineral field, Drummond Dolomite, Inc., of DeTour in 
Chippewa County, has announced a 3-year expansion program which contem- 
plates the tapping of an additional 150 million tons of stone for crushing for 
industrial use. The cost of the project is placed at $2,500,000. Employment 
could reach 200. 

PART 5. TRANSPORTATION 


Probably the biggest lift the Upper Peninsula received since the issuance of 
the Ebasco report 6 years ago was the launching of the Mackinac Straits Bridge 
project in the spring of 1954. 

This $100 million project employed nearly 1,000 men. It was completed for 
the annual invasion of red-coated deer hunters in November 1957. The bridge 
traffic between the two Michigan peninsulas was 1,390,390 vehicles in 1958 as 
compared with ferry traffic of 890,671 in 1956. 

Modern motels and other service establishments have been springing up 
rapidly in the vicinity of St. Ignace and Mackinaw City, the north and south 
terminals of the 5-mile span. 
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The Ebasco report played an important role in the Straits Bridge project. 
The report recommended the construction of the huge span to link the two 
Michigan peninsulas. Many others, of course, had made the same recom- 
mendation. But, it was the Ebasco report, outlining the future economic po- 
tential of the region, that helped to convince the investment houses that the 
project was financially feasible. 

The completion of the Straits Bridge has encouraged civic boosters of the 
Michigan and Canadian Soos to work for a bridge to span the St. Mary’s 
River. The International Bridge Authority was organized, and all necessary 
legislative clearance has been obtained from Provincial and Dominion gov- 
ernments of Canada and from our State and Federal Governments. The New 
York firm of Coverdale & Colpitts, which made the traffic study for the Straits 
Bridge, has also made a Soo traffic survey. Dr. D. B. Steinman, internationally 
known designer of the Mackinac Straits Bridge, was recently retained to plan 
a proposed $20 million bridge to link Ontario and Michigan at the Soo. The 
$200,000 contract with Steinman calls for completion of plans and specifications 
by the end of December 1959, with construction to begin in the spring of 1960. 
As soon as plans are completed, contracts will be let contingent upon success- 
ful financing through revenue bonds. The project is to be completed in the 
fall of 1961. 

After the Straits Bridge was completed, the State had five surplus ferry 
boats on its hands. The Chambers of Commerce of Menominee and Frankfort 
campaigned for the establishment of a State ferry service between those two 
Lake Michigan ports. However, the attorney general ruled that such use of 
these boats by the State was illegal under. the provisions of the Mackinae Bridge 
Authority to protect its bondholders. So, all have been sold, except the Vaca- 
tionland, which has a $3 million price tag. 

The ferryboat Straits of Mackinac was sold to a group of former employees 
who plan to operate it as a tourist ship out of Cheboygan with trips to the locks, 
Mackinac Island, and Les Cheneaux Islands. 

The State highway department has leased its dock and parking facilities at 
Mackinaw City and St. Ignace through December 31, 1959. A bill which would 
give the waterways commission supervision over the three ferry docks at St. 
Ignace and the one at Mackinaw City, is now before the Governor. If the bill 
becomes law, the waterways commission would take over supervision of the 
docks January 1, 1960. 

Dual highway approaches to the Mackinac Straits Bridge have been built. On 
July 15, a $3.4 million contract was let to extend new U.S. 2 expressway (future 
Interstate Route 75) from the bridge approaches north to Castle Rock, where 
this new section will connect with a 3-mile section of new expressway already 
completed between Castle Rock and U.S. 1238. 

A 6%4-mile divided four-lane highway has been constructed between Escanaba 
and Gladstone. Similar plans have been drawn for U.S. 2 between St. Ignace 
and Sault Ste. Marie and a portion constructed. On other well traveled routes 
in the Upper Peninsula, highway widening and improvement projects are being 
projected. 

The Ebasco report pointed to the need for expanding airline service in the 
Upper Peninsula. The North Central Airlines, which operates flights between 
Houghton, Green Bay, Wis., and: lower Michigan points, applied to the Civil 
Aeronautics Board to establish an east-west line between the Soo and Ironwood. 
This request was granted and fights began in 1959. 

At the present time the Upper Peninsula has 7 airline airports, 11 general 
aviation airports, and 7 emergency substandard, grass runway fields. Of the $10 
million total State program, outside of the Detroit area, 29 percent was expended 
on airport improvement in the Upper Peninsula. Improvement projects are now 
underway at eight Upper Peninsula sites. The Michigan Department of Aero- 
nautics estimates that in the next 8 years about $25 million should be spent on 
Upper Peninsula airports if funds of $128 million can be obtained to implement 
a recent airport need survey. 

Another advance in the field of communications, which was also suggested in 
the Ebasco report, was the establishment of television service in the Upper 
Peninsula. Since then, WDMJ-TV has begun televising from Marquette. In 
addition, TV stations at Cheboygan, Traverse City, Marinette, Green Bay, Duluth, 
and Soo, Canada, now reach Upper Peninsula audiences. 
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PART 6, EDUCATION 


Michigan’s universities and colleges, along with the various agencies of the 
State and Federal Governments, have made a notable contribution toward 
achievement of goals mentioned in the Bbasco report. 

Mention has been made already of the important forestry and mineral research 
work being carried on at the Michigan College of Mining & Technology at 
Houghton. This college also offers courses in various phases of business man- 
agement which are of special assistance to small business and industry. Just 
recently, in collaboration with the Small Business Administration, the college 
conducted a series of oncampus courses on various phases of business and in- 
dustry operations. 

The University of Michigan Extension Service continues to sponsor a series 
of conferences on transportation, personnel management, real-estate law, and 
other subjects closely related to the Upper Peninsula’s economic activities. 

In the fall of 1956 about 70 Upper Peninsula leaders and State and Federal 
agency representatives met with Paul Miller, then director of the Michigan Co- 
operative Extension Service, to participate in discussion of a new rural re- 
sources development program. The primary objective of the program was to 
seek ways and means of raising the living standards of agricultural and other 
low-income groups through the development of farming, industry, recreation, 
and better and more intensive use of economic resources. 

The entire Upper Peninsula was designated a rural resource development 
area. In 1956 three counties, Delta, Alger, and Mackinac, were selected as loca- 
tions for pilot studies and programs. Since 1956, under the direction of the 
county extension directors and staff personnel of the Upper Peninsula Extension 
Center of Michigan State University, work has been done on diverse phases 
of rural resource development. 

Northern Michigan College at Marquette, through the establishment of a pub- 
lic services department, has been rendering service to Upper Peninsula industry 
on various factors relating to overall operations; in addition, much work has been 
carried on in the broad field of community development and betterment. Com- 
munities have been assisted with surveys, studies, and effective community 
organizations. 

State and Federal agencies which have contributed valuable technical aid and 
service in connection with carrying out the recommendations of the Ebasco 
report include: The Michigan Tourist Council, Michigan Department of Agri- 
culture, Soil Conservation Service, Farmers Home Administration, U.S. Forest 
Service, Michigan Department of Health, Michigan Department of Social Wel- 
fare, Michigan Department of Public Instruction, Michigan Department of 
Conservation, Michigan Water Resources Commission, U.S. Department of 
Commerce, U.S. Department of Health, Education and Welfare, Michigan Em- 
ployment Security Commission, and the Michigan Agricultural Stabilization 
and Conservation Committee of the U.S. Department of Agriculture. 

The rural resources development program, instituted by the Michigan Rural 
Development Committee, should tie in very well with the aims and purposes 
of the Ebasco report and the Michigan Economic Development Department. 


PART 7. WHERE DO WE GO FROM HERE? 


The foregoing pages have listed a series of economic developments that show 
the Upper Peninsula has made substantial economic progress since the issuance 
of the Ebasco report 6 years ago. 

Some of the recommendations made in the Ebasco report, it is true, had 
been made many times before. But it appears the report had one outstanding 
virtue. It wrapped up in one comprehensive but interesting package the hopes 
and aspirations the people of the Upper Peninsula had cherished for many 
years. 
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The Ebasco report gave them a program which lighted the road they could 
follow together in their common quest for more economic security. It gave 
them something to do, and in doing, they made some mistakes, of course, but in 
the long run, they moved forward. 

But where do we go from here? A perusal of the Ebasco report reveals there 
is still much work to do, especially in the following areas: 

1. Publicizing the area as a whole. 

2. Publicizing the industrial location advantages of the area such as natural 
resources, adequate labor supply, productivity of the workers, recreational 
advantages to all, and proximity to great Midwest market. 

8. Counteracting the malinformation and misinformation on the region’s 
climate. 

4, Intensifying the program of locating industrial prospects and encouraging 
existing industry to expand its girth. 

5. Stimulating, assisting, and guiding communities in the organization and 
operation of effective industrial development programs. 

6. Continued encouragement of the establishment of industrial development 
corporations. 

7, Expansion of activity in agricultural, fishing, forestry and general manu- 
facturing fields. 


8. The procurement of natural gas as a competitive industrial fuel. 


Taste I.—Comparison of population trends in Michigan, 1900-1957, with 
particular reference to western Upper Peninsula 


Total population 
Areas of State 


Baraga. 
Dickinson 2, 820 844 28, 731 


31, 797 
Houghton f 7 47, 632 


20, 243 
Keweenaw. , 004 
Marquette. -- 47, 144 
Ontonagon 11, 359 


Total, western Upper 
Peninsula ! 178, 251 215, 791 
Porcupine Mountain area ?_.... 77, 106 90, 787 95,542 | 117,583 | 120,081 
Northwest district 3 61, 008 72, 350 78, 209 98,342 | 110,031 
Southwest district 4_._. i 69, 589 80, 771 82, 323 74, 788 59, 021 
West central district 5 47, 654 47, 144 44, 076 45, 786 46, 739 41, 239 
Total, eastern Upper Penin- 
124, 007 123, 279 114, 068 113, 640 109, 837 96, 708 
Total, Upper Peninsula 7,4 302, 258 323, 544 318, 676 332, 556 325, 628 261, 362 
Northern Lower Peninsula 7_.-- 358,788 | 334, 34 297,318 | 332,837 | 385,609 351, 673 
Southern Lower Peninsula 8_.._|7, 124,620 |5, 710, 720 |4, 598,219 |4, 226, 331 |3, 003,019 |2,099, 928 | 1, 807, 947 
Total, Michigan. 7, 803, 000 |6, 371, 766 |5, 256, 106 |4, 842, 325 |3, 668, 412 |2, 811,165 | 2, 420, 982 


1 State economic area No. 1 set up by Bureau of Census includes above 8 counties. 

2 Includes Gogebic, Houghton, and Ontonagon Counties. 

3 Includes Baraga, Houghton, Keweenaw, and Ontonagon Counties. 

‘Includes Dickinson, Gogebic, and Iron Counties. 

5 Includes Marquette County. 

* State economic area No. 2 set up by Bureau of Census includes other 7 counties of Upper Peninsula. 
T Includes 30 counties in northern Lower Peninsula, north of Muskegon-Bay County line. 

‘Includes 38 counties in southern Lower Peninsula, south of Muskegon-Bay County line. 


on Prepared by research division, Michigan Economic Development Department, September 
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Taste I-A.—Comparison of population trends in Michigan, 1900-1957, with 
particular reference to western Upper Peninsula 


Changes, 1900-1957 


Areas of State Change, 1950-57 Change, 1920-50 Change, 1900-1920 
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Houghton 
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SSeeNe 


| 
AA 


2 


Keweenaw... 
Marquette..- 
Ontonagon 


Aacuocoouows 


ae 
1 
SF 


Total, western Upper Peninsula !__- 
Porcupine Mountain area ? 
Northwest district 3 
Southwest district 4___- 
West central district 5 
Total, eastern Upper Peninsula °_- 
Total, Upper Peninsula.----.-.- 
Northern Lower Peninsula ’.. 
Southern Lower Peninsula _. 
Total, Michigan 1, 431, 234 


| 
—_ 


Be 
A383 
anes 


- 
~I— 
So 


POPNSrs 
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a 
uo 


St oe po m= GOGO 
7 
ne 


AWW OLAOnN C+! 
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2 


RY 
~ 
# 


1, 247, 430 


1 State economic area No. 1 set up by Bureau of Census includes above 8 counties. 

2 Includes Gogebic, Houghton, and Ontonagon Counties. 

3 Includes Baraga, Houghton, Keweenaw, and Ontonagon Counties. 

4 Includes Dickinson, Gogebic and Iron Counties. 

5 Includes Marquette County. 

6 State economic area No. 2 set up by Bureau of Census includes other 7 counties of Upper Peninsula. 
7 Includes 30 counties in northern Lower Peninsula, north of Muskegon-Bay County line. 

8 Includes 38 counties in southern Lower Peninsula, south of Muskegon-Bay County line. 
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TaBLB II1.—Comparison of population trends in age groups by areas of State, 
1930-50, with particular reference to Porcupine Mountain and western Upper 
Peninsula areas 


Population Percent of poe Change, 1930-50 
tota! 


Areas of State and age groups 


1950 | 1940 | 1930 | Numerical | Percent 


Porcupine Mountain area: 
Total population —18, 436) —19.3 


Under 21 years 43, 166) 34.3 
21 to 64 years ‘ ‘ 47,667) 54.5 
65 years and over. 4,709} 11.2 








Western Upper Peninsula area: 
Total population. 204, 608) 100.0} 100.0 


Under 21 years 92,401} 35.0 
21 to 64 years 102, 334) 55.0 
65 years and over. 9,873} 10.0 





Eastern Upper Peninsula area: 
Total population 


Under 21 years 50, 012 50, 591] 39.7) 40.6 : —1,311 
64, 367 56, 541) 51.2) 52.2 . 6 7, 000 
65: years and over- 8, 900 6, 936 ‘i 4, 250 


————_— 
Total, Upper Peninsula... ‘ i —16, 418 


Under 21 years... 111,590} 124,256) 142,992) 36. le be —31, 402 
21 to 64 years-_- 161, 561 176,927; 158,875) 53. \ 
65 years and over-.-- 29, 107 22, 361 16, 809 








Lower Peninsula (excluding 
Detroit standard metropolitan 


area): 
Total population 


Under 21 years 1, 139,247] 940,190) 931,447) 37.3] 36.8) 39.7 
21 to 64 years --| 1,645, 846] 1, 403, 881) 1,239, 763) 53.9) 54.9] 52.8 
65 years and over. 268,218) 211,162) 175,096) 8.8 \ 7.5 


Detroit standard metropolitan 
area: 
Total population 


Under 21 years 1,014, 323) 817,287] 828,477) 33.6) 34.4] 38.0) 185, 846 
21 to 64 years -| 1,837, 549) 1, 462,711) 1,285,880) 60.9) 61.5) 59.1 551, 669 
65 years and over. 164, 325 97, 331 62,986) 5.5 101, 339 


Total, Michigan: 
Total population 


Under 21 years 2, 265, 160) 1, 881, 733) 1,902,916) 35.6] 35.8] 39.3 362, 244 
21 to 64-years. -| 3, 644,956) 3, 043, 519] 2,684,518] 57.2) 57.9] 55.4 960, 438 
65 years and over. 461 330, 854] (254,891) (7.2) °6.3) 5.3) "206,759 
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TaBLe II-A.—Oomparison of population trends in age groups, by countries, 
1930-50 (western Upper Peninsula) 


Population Percent as county | Change, 1930-59 
to 
Areas of State and age groups 


1930 | Numerical | Percent 


araga: 
Total population 


Under 21 years 
21 to 64 years 
65 years and over 


Dickinson: 
Total population. 


12.3 


Under 21 years 
21 to 64 years 
65 years and over 


Gogebic: 
Total population 31, 797 31, 577 


Under 21 years 11, 917 14, 616 
21 to 64 years 18, 072 15, 745 
65 years and over. 92 1, 808 1, 216 


Houghton: 
Total population 47, 631 52, 851 


Under 21 years 16, 833 23, 447 ; ‘ ; 21 to 
26, 788 26, 450 f ; Y 16 65 ye 
65 years and over. 4,010 2, 954 . ; i 


Mackins 
Tt 

| Und 

Under 21 years. 7, 550 9,917 : 5 a 21 to 


21 to 64 years 11, 591 10, 138 ; : E 9 65 ye 
65 years and over. 1, 102 750 y 


” ‘Total population 20, 243 20, 805 


Menomi 
TX 


ncneatemaisdeasibiaal cialis intial iapisiincesnetiimmetl Und 
Under 21 years 1, 460 2, 444 y i 21 to 


21 to 64 years 2, 249 2, 433 | 52. ; ; 65 ye 
65 years and over. 295 199 


Marquette: 
Total population 47,144 44, 076 


Keweenaw: 
Total population 4, 004 5, 076 


Schooler 
Tt 


caitbaiaatamingaiasseil etatapaeines Und 
Under 21 years 17, 125 18, 566 ‘ i 21 to 
21 to 64 years 26, 840 ; : . ' 65 ye 
65 years and over 3,179 


Ontonagon: 
Total population 11, 359 11,114 


Under 21 years. 4,165 6, 103 - 
7 6, 416 5, 472 
65 years and over. 778 539 
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TaBLE II-B.—Comparison of population trends in age groups by counties, 
1930-50 (eastern Upper Peninsula) 


Population Percent of pouay Change, 1930-50 
tota 
County and age 


1930 1950 | 1940 | 1930 | Numerical | Percent 


Alger: 
Total population 10, 007 


Under 21 years 4, 009 4, 525 
21 to 64 years 5, 097 4, 434 
65 years and over 901 368 








HNeNnNol ow 


Chippewa: 
Total population 29, 206 27, 307 25, 047 


Under 21 years 12, 182 11, 638 10, 961 
21 to 64 years 14, 77 14, 343 12, 635 
65 years and over_-.......-- 2, 246 1, 826 1, 451 











nuNnNE 1 CoC 


Delta: 
Total population 32, 913 34, 037 32, 280 





Under 21 years 12, 784 13, 644 14, 290 
21 to 64 years__ 16, 960 17, 932 16, 160 
65 years and over 3, 169 2, 461 1, 830 








nhweomwnwil ow 


Luce: 
Total population 7, 423 6, 528 





Under 21 years....-..-.--- , 2, 604 2 363 
21 to 64 years... F . a 4,178 3, 676 
65 years and over.-.--.----- d 641 





oom i 


Mackinac: 
Total population 





oe, 
21 to 64 years. _. 
65 years and over ke ; 6.3 





noe meot! o& 


Menominee: 
Total population 25, 299 , 8 23, 652 .C 1100.0 





Under 21 years. ......--..--- 9, 793 9, 7: 10, 514 | 38. 39. 44.4 
21 to 64 years. _-_-- a 13, 106 11, 463 2. 48.5 
65 years and over. 2, 400 . 1, 675 “ 7.1 


Schoolcraft: 7 
Total population 9, 148 L 8, 451 


fs omorocet or 





Under 21 years 3, 754 , O28 3,811 
21 to 64 years. ..___- 4, 575 ; 4, 069 
65 years and over-_-- f 571 























tiwonwot = 


Nooo fF or 


47557—60—pt. 33 
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TABLE III.—Seasonal trend in unemployment in the Upper Peninsula for 
February, May, August, and November, 1930-58 


COPPER COUNTIES AREA: BARAGA, HOUGHTON, KEWEENAW AND ONTONAGON 





1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 


Number unemployed: 
February 
gestae cecataid oem er ee 
A gust 
PIE secon sees ecisecsecde 
Percent of total labor force unem- 
ployed: 
February- 
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~ 
PH Om 
CST) 
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Srom 


Nwotw 
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PON 
anne 
STrmrow 





IRON COUNTIES AREA: DICKINSON, GOGEBIC, IRON AND MARQUETTE 





Number unemployed: 


2288 
guee 
a838 
a828 
ELE 
e882 
sa88 


ployed: 
February 
May 
tac cameninniniomnniiiek 
November. 
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oon. 
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CONDO 
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geo 
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one or 
Pers 
aco 


LUMBER COUNTIES AREA: ALGER, CHIPPEWA, DELTA, LUCE, MACKINAC, 
MENOMINEE AND SCHOOLCRAFT 


Number unemployed: 





S23 


3388 
3833 


3, 500 
1, 800 
1, 800 
2, 600 
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1 Not available. 
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TaBLE 1V.—Analysis of labor force in the Upper Peninsula for January and July, 
1930-58 (Copper counties area: Baraga, Houghton, Keweenaw and Ontonagon) 


Item and month 1950 1951 1952 1953 1954 1955 1956 1957 1958 








Total labor force: 
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TaBLeE V.—Tawable payrolls by industry groups for 1951, 1958, and 1956, for 
selected regions of Michigan 


Porcu-| West- Lower 


Industry group 


Total, all industries below: 
= of taxable pay- 
rous. 


Number change 
Percent change. 
Mining: 
Number of taxable pay- 
rolls. 


Number change 
Percent change 
Metal mining: 
Number of taxable pay- 
rolls. 


Number change 
Percent change = 
Contract construction: 
Number of taxable pay- 
rolls. 


Number change 
Percent change 
Manufacturing: 
Number of taxable pay- 
rolls, 


Number change 
Percent change 
Lumber and wood products: 
Number of taxable pay- 
rolls. 


Number change 
Percent change 
Public utilities: 
Number of taxable pay- 
TE, caitnnacnuvcaundden 


Number change. . 
Percent change.-- 
Wholesale trade: 
Number of taxable pay- 
rolls 


Number change 
Percent change. 
Retail trade: 
Number of taxable pay- 
PE ocuncsecannassnasne 


Number change 
Percent change 
Finance, insurance, and real 
estate: 
Number of taxable pay- 


Number change 
Percent change 
Services: 


Number change 
Percent change. 


Year 


1956 

1953 

1951 
1951-56 
1951-56 


1956 

1953 

1951 
1951-56 
1951-56 


1956 

1953 

1951 
1951-56 
1951-56 


1956 

1953 

1951 
1951-56 
1951-56 


1956 

1953 

1951 
1951-56 
1951-56 


1956 

1953 

1951 
1951-56 
1951-56 


1956 

1953 

1951 
1951-56 
1951-56 


1956 

1953 

1951 
1951--56 
1951-56 


1956 

1953 

1951 
1951-56 
1951).-56 


* 


1956 

1953 

1951 
1951-56 
1951-56 


1956 

1953 

1951 
1951-56 
1951-56 


ine 
oun- 
tain 


11, 007 
9, 353 
9, 657 
1, 350 

14 


207 
194 
54 
27.8 


302 
295 
261 
41 
15.7 


ern 
upper 


upper 
penin- 


penin- 


625 
519 
180 
34.7 


Eastern} Upper 
penin- 


1, 643 
1, 472 
1, 242 
401 
32.3 


penin- 
sula 
(less 

metro- 


Detroit 

metro- 

politan 
area 


Michi- 
gan 


politan) 


906, 973 |1, 373, 638 | 2, 326, 161 
801, 549 |1, 313, 314 | 2, 158, 237 


645, 291 |1, 048, 602 


261, 682 
40.6 


5, 788 
5, 886 
3, 369 
2, 419 


36, 080 
29, 887 
17, 819 

59. 6 


585, 050 
544, 745 
414, 451 
170, 599 


24.8 


103, 533 
85, 765 
78, 367 
25, 166 

32.1 


23, 968 
19, 205 
16, 609 
7, 359 
44.3 


34, 943 
28, 859 
24, 419 
10, 524 

43. 1 


325, 036 
31 


1, 338 
1,002 
908 
430 


67, 589 
54, 830 
45, 557 
22, 032 

48.4 


872, 117 
880, 023 
688, 744 
183, 373 


60, 871 
68, 158 
58, 511 
2, 360 
4 


90, 653 
68, 448 
57, 188 
33, 465 

58.5 


143, 077 
132, 768 
112, 798 
30, 279 
26.8 


47, 478 
34, 251 
27, 526 
19, 952 

72.5 


90, 515 


1, 730, 983 
595, 178 
34.4 


20, 537 
19, 497 
14, 130 
6, 407 
45.3 


13, 551 
14, 573 
9, 823 
3, 728 
38.0 


116, 855 
93, 100 
76, 644 
40, 211 

52.5 


1, 474, 264 
1, 440, 732 
1, 118, 596 
355, 668 
31.8 


115, 484 
109, 419 
95, 342 
20, 142 

21.1 


146, 840 
112, 431 
101, 968 
44, 872 
44 


252, 548 
224, 384 
196, 295 
56, 253 
28.7 


127, 101 
104, 165 


NoTE.—Omission of figures denotes nonexistent or nonsignificant industries; omission of employment 
and payroll data exists in some cases in order to avoid disclosure of data for individual units. Omitted 
data are, however, included in totals and subtotals. 


Source: oe Business Patterns, East North Central States, Ist quarter, 1951, 1953, and 1956—U.S. 


Department of 


ealth, Education, and Welfare. 
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TABLE V-A.—Number of employees by industry groups for 1951, 1953, and 1956, 
for selected regions of Michigan 


Porcu- | West- Lower 
pine ern |Eastern| Upper| penin- | Detroit 
Industry group Year | Moun-| upper | upper | penin- sula metro- 
tain | penin-| penin-| sula (less politan 
metro- area 
politan) 


Total, all industries below: 
Number of employees....| 1956 12, 737 L 2, 031. 743 
1953 11, 763 7 \ 2, 118, 499 
1y51 14, 458 | 35, 0¢ 7 i 1, 965, 648 
Number change 1951-56 |—1, 721 66, 095 
Percent change —11.9 5 3 3.4 
Mining: 
Number of employees....| 1956 4,112 16, 031 
1953 2, 489 9, 160 16, 001 
4, 565 15, 057 
Number change —453 994 974 
Percent change i . 38. ‘ 6.5 
Metal mining: 
Number of employees....} 1956 q 10. 143 
1953 11, 301 
1951 10, 453 
Number change 1951-56 —310 
Percent change---......-.-. 1951-56 —3.0 
Contract construction: 
Number of employees....| 1956 41,115 93, 168 
1953 f 34, 197 5 82, 845 
1951 34, 006 81, 510 
Number change 1951-56 7, 109 4, 692 11, 658 
Percent change 1951-56 : 20.9 ; 14.3 
Manfacturing: 
Number of employees....} 1956 479,471 | 626,691 | 1, 124,200 
1953 491,416 | 750,687 | 1,261, 871 
1951 462, 615 658, 878 | 1, 143, 043 
Number change 1951-56 5 16, 856 —18, 843 
Percent change 1951-56 ; ‘ 3.6 —1.6 
Lumber and wood products: 
Number of employees....| 1956 9, 496 
1953 
1951 
Number change..-........| 1951-56 
Percent change 5 
Public utilities: 
Number of employees....| 1956 102, 777 
1953 110, 804 
1951 106, 654 
Number change 1951-56 66 999 —3, 877 
Percent change 1951-56 * i k . : “ —3.6 
Wholesale trade: 
Number of employees....| 1956 116, 996 
1953 ; 59,209 | 102,771 
1951 101, 879 
Number change 1951-56 15, 117 
Percent change 1951-56 & ¥ i 2. 9 14.8 
Retail trade: 
Number of employees....| 1956 181, 724 
1953 5 177, 310 
1951 171, 349 
Number change 10, 375 
Percent change. -- ..--.---- i : ; 6.1 
Finance, insurance, and real 
estate: 
Number of employees d 45, 504 
1 : 40, 301 : 
35, 745 59, 085 
Number change. 77 9, 759 13, 976 
Percent change. ‘ y : 5.9 . 27.3 23.7 
Services: 
Number of employees. - -- 1,504 | 3,975 101, 060 161, 548 
1, 500 3,811 92, 534 149, 647 
1,335 | 3,428 84, 825 138, 744 
Number change 2 169 547 16, 235 22, 804 
Percent change 11.0 ; 13.7 16.0 : 19.1 16.4 


Note.—Omission of figures denotes nonexistent or nonsignificant industries; omission of employment 
and payroll data exists in some cases in order to avoid disclosure of data for individual units. Omitted 
data are, however, included in totals and subtotals. 


Source: County Business Patterns, East North Central States, Ist quarter, 1951, 1953, and 1956—U.8. 
Department of Health, Education, and Welfare. 
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TasLE V-B.—Number of reporting establishments by industry 
groups for 1951 
1958, and 1956, for selected regions of Michigan. : ; 


— West- 7 Lower 
pine ern astern| Upper} Penin- 
Industry group Year | Moun-| Upper | Upper Ponin- a 
Penin- | Penin- Sess 

sula sula Metro- 

politan) 


Total, all industries below: 
Number of  establish- 


ments Af 2 ‘ 2 118, 825 
111, 916 


' ; 110, 444 
Numerical change 5 8, 381 


Percent change 
Mining: 
Number of  establish- 


Numerical change 
Percent change. 

Metal mining: 
Number of  establish- 


Numerical change 
Percent change. 

Contract construction: 
Number of  establish- 


Numerical change 

Percent change 
Manufacturing: i 

Number of  establish- 


Numerical change 
Percent change 

Lumber and wood products: 
Number of  establish- 


Numerical change 
Percent change 
Public utilities: 
Number of  establish- 
RE pl pinnniaid cnwns = 


Numerical change 
Percent change 
Wholesale trade: 
Number of  establish- 
ments 


Numerical change 
Percent change 

Retail trade: 
Number of  establish- 

ments. ......----------- 1956 23, 556 
= y 22, 613 18, 730 

Numerical change B: - He as 
Percent change 

Finance, insurance and real 

estate: 

Number of  establish- 


-_ ee I aon 


Numerical change 
Percent change 
Services: 
Number of  establish- 
12, 306 14, 010 
11, 470 13, 238 
Numerical change " a7 7 og 
Percent change . . "13 7.3 


Notg.—Unreported data under ‘‘Metal mining” and ‘ 
‘hy , 
x), This however, ~ not cared pwnd : umber and wood products” are indicated by 
: y Business Patterns, East North Central uarter, 956— 
U.8. Department of Health, Education and Welfare, an Se ren 
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Senator McNamara. The next on our list is Mr. Albert Gazvoda, 
field superintendent, Michigan Employment Security Commission, of 
Marquette. I am glad to hear from you, sir, at this time. 

Mr. Gazvopa. Incidentally, I have with me Mr. Joe Nault, our labor 
market analyst. 

Senator McNamara. I will be glad to have him take a seat up here, 
too. 


STATEMENT OF ALBERT GAZVODA, MICHIGAN EMPLOYMENT 
SECURITY COMMISSION 


Mr. Gazvopa. Mr. Chairman, distinguished guests, and ladies and 
gentlemen, I think the type of climate we ordered for you here today 
most nearly parallels the situation as we see it in the Upper Peninsula, 

Senator McNamara. You mean the weather is dismal, too ? 

Mr. Gazvopa. It is a little bit. No doubt there was some comments 
—_ the weather, although we think this is winter wonderland up 

ere. 

In conducting this hearing at Marquette, you no doubt are aware of 
the sharp distinction between the economic problems of the Lower 
Peninsula and those of this region. In contrast to the Lower Penin- 
sula, which is one of the world’s most highly industrialized areas, here 
is a peninsula, largely depleted of its once abundant natural resources, 
lacking large-scale agricultural or extensive manufacturing activities. 

I do not pretend to be an expert in all the phases of the vast complex 
of economic problems which have beset the Upper Peninsula. Hov- 
ever, an area administrator of the Michigan employment security pro- 
gram cannot fail to develop a broad understanding of the problems of 
unemployment and its basic causation in his area through coming into 
frequent contact with well-informed representatives of govvernment, 
industry, labor, educational institutions, and research organizations. 


ECONOMIC HISTORY OF UPPER PENINSULA 


The economic history of the Upper Peninsula is primarily that of 
an economy based on extractive industries. As these resources, vast 
forests and rich mineral deposits, were depleted, the boom years gave 
way to a protracted decline and economic deterioration. By the early 
1930’s the best stands of timber had been cut and the richest and most 
accessible ore deposits were exhausted. The population of the area, 
which had kept pace with the growth of the extractive industries 
“a the most part, left without any industrial activity to replace 
this loss. 

The decline in the area’s economic activity, which had begun in the 
1930’s, gained momentum immediately after World WarII. Over the 
past decade, the failure of the area to develop a new economic base has 
produced all of the typical characteristics of an area dependent on 
natural resources for its basic sustenance, being depleted of those re- 
sources. These characteristics are a declining population, high unen- 
ployment, and the loss of a large share of new entrants needed to build 
and maintain the labor force. 

In this connection, I would like to digress a little from the prepared 
text to tell you that recently I conducted two surveys with the local 
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school systems, one in the Gogebic County area and one in the copper 
country area. I find that in four class reunions a thorough canvass 
was made of all the class graduates beginning for the year 1939, and 
approximately 80 percent of the total number that graduated from 
both Gogebic and Houghton County areas had to leave the area to seek 
work elsewhere. 

To provide a groundwork for an understanding of the changes which 
have taken place in this area over the past 10 years, I would like to 
discuss the trends in the labor force, unemployment and employment, 
from 1949 through 1958. During the decade from 1949 to 1958, the 
changes in the labor force appear to be divided into two major phases. 
The first phase, from 1949 to 1953, can be considered a period of mod- 
erate improvement. The second phase, from 1954 to 1958, was a period 
of almost uninterrupted decline. 

In 1949, the labor force in the Upper Peninsula totaled 101,800 and 
remained close to this level until 1952. The Korean emergency and 
the governmental stockpiling of critical materials boosted the labor 
force to 103,900 in 1953 and 105,600 in 1954. The lessening of the 
critical need for metal and the general lag in manufacturing activities 
reduced the labor force to 100,800 in 1956 and to 97,800 in 1958. 


TEN-YEAR SPAN—LABOR FORCE 


Over the 10-year span, the Upper Peninsula labor force has de- 
clined by 4,000. The exodus of a high share of the younger new en- 
trants to the labor force to other areas of the State and to other States 
was an important factor in the decline of the labor force. 

Average monthly unemployment in the 1949-58 period has ranged 
from a high of 13,600 in 1958, representing 13.9 percent of the labor 
force, to a low of 4,800 in 1951, representing 4.7 percent of the labor 
force. During 7 of the 10 years covered in the 1949 to 1958 period, 
unemployment has exceeded 6 percent of the labor force, and in 3 of 
the 10 years it has exceeded 9 percent of the labor force. The period 
of lowest unemployment was from 1950 to 1953. Since 1953, unem- 
ployment has exceeded 6 percent of the labor force, amounting to 
10,100, or 9.6 percent, in 1954, 8,000, or 7.8 percent, in 1955, and 7,100 
or 7.2 percent, in 1957. Key factors in the area’s persistent unemploy- 
ment problem have been a steady downtrend in manufacturing em- 
ployment, particularly in the lumber industry, and sharp reduction 
of employment in the iron mining industry. Both of these trades 
will be discussed in greater detail later in this presentation. 

Now, the mayor of Marquette was here and testified everything was 
good in his area. I don’t wish to take exception but the Marquette 
area has been a labor surplus since July 1955. It was removed from 
this list in September 1956, but it was returned to the list in January 
1958, and has remained on the list since that time. And, incidentally, 
one of the other qualifications is that the total unemployment force 
— be 6 percent and over in order to classify as a substantial sur- 
plus area. 

Senator McNamara. We're going to have to ask you to summarize 
a bit. These are statistics we need, and we need an opportunity to 
study them. If you will summarize from here on, we will appreciate 
it very much. 
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Mr. Gazvopa. Yes. I would start off with some of the key factors 
that we think are the chronic ills in the area. 
Senator McNamara. You understand the problem ? 


CHRONIC ILLS 


Mr. Gazvopa. Yes. First of all, I will go into the lumber industry, 
Approximately one-third of the Upper Peninsula’s manufacturing 
employment is centered in the lumber and wood products industry, 
Although only a small fraction of the timber growth originally in 
the Upper Peninsula remained after the large-scale cutting operations 


carried on in the late 19th century and early 20th century, fairly im- | 


portant stands of softwoods and a smaller growth of hardwoods still 
remain in the western part of the peninsula. 


Except for a brief recovery from 1950 to 1951, the number of work- | 
ers employed in the industry has declined steadily. In 1951, employ- | 
ment in the lumber industry reached a postwar peak of 10,000. Since | 
1951, it has steadily declined each year, reaching a low of 5,200 in | 


1958. 

In the copper-mining industry there was a general decline in em- 
ployment until the White Pine started their operation and, of course, 
although we have in 1958 employment of a total of 2,900, which was 
about 1,200 above the 1949 figure, that is entirely attributable to the 
commencement of operations at the White Pine properties, but if we 
compare this with mining employment, such as 7,800 in 1929, 12,200 
in 1919, and 19,000 in 1909, we can see that we can no longer depend 
on copper mining as one of our major industries. 

The iron-ore-mining industry has suffered a drop from 6,900 in 
1949 to 5,600 in 1958. There was, however, a 10-year peak of 8,900 
in 1953, when the Korean emergency brought a sharp boost in the 
demand for iron ore. The recent recession has had a heavy impact | 
on mining operations and many mines in the Upper Peninsula went | 
on a schedule calling for 3 weeks of work followed by a week of lay- 
off. This was in effect until early 1959, when the 5-day workweek | 
was restored. Currently, about 5,300 workers in the area’s iron mines | 
are involved in the steel strike. 

There are a few bright spots in the area’s employment trend during | 
the 1949 to 1958 period which should be mentioned. Increased con- | 
struction activity raised employment from a monthly average of | 
2,700 in 1949 to 4,200 in 1958. Expenditures for defense at two Air | 
Force bases in the Upper Peninsula account for a large share of the | 
overall increase in construction employment. 

Then we have had several plants located in the Upper Peninsula, 
such as for the manufacture of heavy equipment and crawler crane 
field. Compared with an average of. 500 workers in 1949, the non- 
electrical-machinery industry employed 1,700 workers in 1956 and 
1,200 in 1958. 
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In many respects, as far as the Upper Peninsula is concerned, we 
feel the economy has reached a turning point. The big question is: 
Can the progress that’s being made be retained, and can we expect 
steady improvement in the years ahead? The answer to this question 
depends in a large measure on what action can be taken from a Na- 
tional, State, and local standpoint. Vigorous efforts must be exerted 
to maintain construction activity and to increase it if possible, greater 
attention should be given to the development of the tourist trade, 
efforts should be made to secure those industries which conduct fur- 
ther processing of the Upper Peninsula’s prime natural resources of 
timber, pulpwood, copper, and iron ore, and the railroad and highway 
trucking service must be improved to counteract the disadvantage of 
greater distances from markets which face the current and prospec- 
tive employers in the Upper Peninsula. 

I will close by saying my comments are not intended to be exhaustive 
but I believe they do point out the major areas where action is sorely 
needed. If studies of the economy of the Upper Peninsula are to 
result in any positive benefit, they must be followed by some specific 
goals and specific plans. 

(The prepared statement of Mr. Gazvoda follows :) 


PREPARED STATEMENT OF ALBERT J. GAzvopA, AREA SUPERVISOR, MICHIGAN 
EMPLOYMENT SECURITY COMMISSION 


In conducting this hearing at Marquette, the committee undoubtedly was 
aware of the sharp distinction between the economic problems of the Lower 
Peninsula and those of this region. In contrast to the Lower Peninsula, one of 
the world’s most highly industrialized areas, here is a peninsula largely de- 
pleted of its once abundant natural resources lacking large-scale agricultural or 
extensive manufacturing activities. 

I do not pretend to be an expert in all the phases of the vast complex of 
economic problems which have beset the Upper Peninsula. However, an area 
administrator of the Michigan employment security program cannot fail to de- 
velop a broad understanding of the problems of unemployment and its basic 
causation in his area through coming into frequent contact with well-informed 
representatives of government, industry, labor, educational institutions, and re- 
search organizations. 


THE ECONOMIC BACKGROUND OF THE AREA 


The economic history of the Upper Peninsula is primarily that of an economy 
based on extractive industries. As these resources, vast forests and rich mineral 
deposits, were depleted, the boom years gave way to a protracted decline and 
economic deterioration. By the early thirties, the best stands of timber had been 
cut and the richest and most accessible ore deposits were exhausted. The 
population of the area, which had kept pace with the growth of the extractive 
industries was, for the most part, left without any industrial activity to replace 
this loss. 

The decline in the area’s economic activity, which had begun in the thirties, 
gained momentum immediately after World War II. Over the past decade, the 
failure of the area to develop a new economic base has produced all of the typi- 
cal characteristics of an area, dependent on natural resources for its basic 
sustenance, being depleted of those resources. This characteristics are a de- 
clining population, high unemployment, and the loss of a large share of new 
entrants needed to build and maintain the labor force. 
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LABOR FORCE CHANGES IN THE PAST DECADE 


To provide a groundwork for an understanding of the changes which have 
taken place in this area over the past 10 years, I would like to discuss the trends 
in the labor force, unemployment and employment from 1949 through 1958. 
During the decade from 1949 to 1958 the changes in the labor force appear to 
be divided into two major phases. ‘The first phase, from 1949 to 1953, can be 
considered a period of moderate improvement. The second phase, from 1954 
to 1958, was a period of almost uninterrupted decline. 

In 1949 the labor force in the Upper Peninsula totaled 101,800 and remained 
close to this level until 1952. The Korean emergency and the governmental 
stockpiling of critical materials boosted the labor force to 103,900 in 1953 and 
105,600 in 1954. The lessening of the critical need for metal and the general 
lag in manufacturing activities reduced the labor force to 100,800 in 1956 and 
to 97,800 in 1958. 

Over the 10-year span the Upper Peninsula labor force has declined by 4000. 
The exodus of a high share of the younger new entrants to the labor force to 
other areas of the State and to other States was an important factor in the 
decline of the labor force. 


THE TRENDS IN UNEMPLOYMENT, 1949-58 


Average monthly unemployment in the 1949-58 period has ranged from a high 
of 13,600 in 1958, representing 13.9 percent of the labor force, to a low of 4,800 in 
1951, representing 4.7 percent of the labor force. During 7 of the 10 years 
covered in the 1949-58 period, unemployment has exceeded 6 percent of the labor 
force, and in 3 of the 10 years it has exceeded 9 percent of the labor force. The 
period of lowest unemployment was from 1950 to 1953. Since 1953, unemploy- 
ment has exceeded 6 percent of the labor force, amounting to 10,100, or 9.6 per- 
cent, in 1954, 8,000, or 7.8 percent, in 1955, and 7,100, or 7.2 percent, in 1957. 
Key factors in the area’s persistent unemployment problem have been a steady 
downtrend in manufacturing employment, particularly in the lumber industry, 
and sharp reduction of employment in the iron mining industry. Both of these 
trends will be discussed in greater detail later in this presentation. 


CHARACTERISTICS OF THE UNEMPLOYED 


A fairly accurate appraisal of the characteristics of the unemployed workers 
in the Upper Peninsula can be secured from the special inventory of applicants 
actively registered with the branch offices in the Upper Peninsula conducted 
during May 1959. Approximately 79 percent of the area’s total number of un- 
employed workers at that time maintained active registrations in the commis- 
sion’s branch offices. This survey showed that 82 percent of the registrants were 
men and nearly four out of every ten registrants were workers 45 years of age 
or over. 

Viewed by occupation, about one-third of the workers were classified in the 
semiskilled group, 23.6 percent in the unskilled group and 17.4 percent in the 
skilled group. Service occupations accounted for 9.3 percent of all registrants 
and clerical and sales have 8.4 percent. The remaining 7.9 percent was distrib- 
uted in all other types of occupations. Approximately 17.7 percent of all the reg- 
istrants had less than an eighth-grade education and nearly 7 percent had failed 
to finish high school. The educational achievement of the worker 45 years of 
age and over was even more significant since this group ordinarily represents a 
placement problem of considerably greater difficulty. Of the workers 45 and 
over, 31.6 percent had failed to finish the eighth grade and nearly 88 percent 
did not graduate from high school. 


AREA CLASSIFICATION 


The chronic nature of the unemployment problem in many areas of the Upper 
Peninsula is effectively emphasized by a look at the roster of areas classified as 
smaller areas of substantial labor surplus by the U.S. Department of Labor. 
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The Iron Mountain area, classified as a substantial surplus area in 1954, has 
remained on this list continuously with the exception of a brief period in the 
last quarter of 1957 when there was a temporary improvement in labor market 
conditions. The Marquette area became a labor surplus area in July 1955. It 
was removed from this list in September 1956 but was returned to the list in 
January 1958 and has remained on this list since that time. The Escanaba 
area, placed on the labor surplus list in July 1955 was removed from the list in 
July 1956. Because of rising unemployment, Escanaba was returned to the 
smaller surplus area listing in March 1958, and remained on the list until July 
1959 when improving labor market conditions justified its removal. Other geo- 
graphical subdivisions in the Upper Peninsula, besides these three large areas, 
have had local unemployment problems, but the size of the labor force in these 
areas has been too small to fall within the minimum labor force size require- 
ments of 15,000 specified by the Department of Labor for area classification 
purposes. 

UNEMPLOYMENT INSURANCE ACTIVITY 


The key indicators of the volume of unemployment insurance activity in the 
Upper Peninsula follow a trend closely related to that for total unemployment. 
In 1949, when unemployment amounted to 12,800, and represented 12.6 percent 
of the total labor force, the Commission’s Upper Peninsula branch offices made 
239,134 weekly benefit payments valued at $5,283,340. The decline in total em- 
ployment resulting from improved consumer markets and the Korean emergency 
demand for metals brought similar reductions in the volume of benefit payments. 
The lowest benefit payment volume in the postwar period was experienced in 
1953 when 101,418 weekly benefit payments valued at $2,627,787 were made. The 
dollar value of benefit payments in 1953 was just about one-half of the 1949 
total. 

The year 1954 turned out to be another year of high unemployment and Com- 
mission benefit payment activity reflected this situation. During 1954, the 
number of benefit payments totaled 198,988 valued at $5,570,100. A moderate 
improvement in labor market conditions reduced the dollar value of benefit pay- 
ments to $4,667,789 in 1955 and $3,995,123 in 1956. In 1957, increased unem- 
ployment was reflected in a rise of benefit payments to $5,088,828. Total unem- 
ployment rose from 7,100 to 13,600 between 1957 and 1958. The recession of 1958 
brought the highest claim volume in the past decade. A total of 309, 139 weekly 
benefit payments valued at $10,828,088 were made. In addition, approximately 
$2,606,200 was paid to Upper Peninsula claimants under the temporary unem- 
ployment compensation program between July 1, 1958, and April 1, 1959. 

Benefit exhaustions in 1958 reached a new high of 8,231, exceeding the previous 
high registered in 1949 by nearly 600, and nearly three times the 1957 experience. 

Benefit payments during 1958 represented 9.46 percent of the taxable payrolls. 
This compares with 3.9 percent in 1955 and 2.64 percent in 1950. In 1954, an- 
other period of high unemployment, benefit payments represented 4.51 percent of 
taxable payrolls. A look at the contribution rates for the first quarter of each 
year from 1955 through 1959 shows a steady rise in these rates with the excep- 
tion of a modest decline during 1958. Since 1955, the contribution rate for the 
first quarter of each year has increased from 1.194 percent to the latest rate for 
1959 of 2.277 percent. The 1959 rate is nearly double that of 1955. 


KEY EMPLOYMENT DEVELOPMENTS IN MAJOR INDUSTRIES, 1949-58 


In the decade from 1949 to 1958, although there were wide fluctuations, em- 
ployment showed a net loss over the period. In 1949, wage and salary employ- 
ment averaged 68,200 per month. This is comparable with the 1958 monthly 
average of 65,200, or a net loss of 3,000 over the decade. Between 1949 and 1953, 
employment showed a substantial gain of 10,200, or approximately 15 percent. 
Most of the increase can be attributed to improved demand for iron ore because 
of increased manufacturing activity throughout the Nation, and expansion of 
» Donresidential construction, particularly highways and government facilities, 

and gains in retail trade and service industries, reflecting an expansion of tour- 





822 UNEMPLOYMENT PROBLEMS 


ist trade and available facilities. Since 1953, the area’s employment has expe- 
‘rienced a steady decline. Although 1955 brought an employment recovery in the 
Lower Peninsula, the production push in.the automobile industry brought no 
significant improvement in the Upper Peninsula employment picture. Employ- 
ment declined to 74,100 in 1955, a loss of 4,100 compared with 1953. Further 
reductions in employment took place in 1957 and 1958, reducing the monthly 
average for the latter period to 65,200, a loss of 13,000, or 16.7 percent from 
the 1953 peak. 

In sharp contrast to the Lower Peninsula, manufacturing employment in the 
Upper Peninsula represents only one-fifth of the area’s total wage and salary 
employment. Nevertheless, it is important to discuss the changes within the 
manufacturing group because it is the manufacturing group which is most likely 
to cause significant shortrun changes for the better or worse. A very decided 
downtrend in manufacturing employment has taken place in the Upper Penin- 
sula over the 10-year span from 1949 to 1958. The reduction was fairly evenly 
divided between durable and nondurable goods industries. Employment in 
manufacturing activity expanded from 19,700 in 1949 to a peak of 22,700 in 
1951. Since 1951, the trend of employment in this category has been steadily 
downward. By 1954, employment was 4,200 below the 1951 peak. Further losses 
sustained in the 1955 to 1958 period cut manufacturing employment to a monthly 
average of 15,200 in 1958, representing a loss of 4,500, or nearly 23 percent, over 
the 10-year span, 

THE LUMBER INDUSTRY 


Approximately one-third of the Upper Peninsula’s manufacturing employment 
is centered in the lumber and wood products industry. Although only a small 
fraction of the timber growth originally in the Upper Peninsula remained after 
the large-scale cutting operations carried on in the late 19th century and early 
20th century, fairly important stands of softwoods and a smaller growth of 
hardwoods still remain in the western part of the peninsula. 

Except for a brief recovery from 1950 to 1951, the number of workers employed 
in the industry has declined steadily. In 1951, employment in the lumber in- 
dustry reached a postwar peak of 10,000. Since 1951, it has steadily declined 
each year, reaching a low of 5,200 in 1958. 


Key factors set forth in explanation of the decline in the lumber industry 
are: 


1. Timber prices have not kept pace with the general advance in other 
raw material prices. 

2. There is a shortage of standing timber of the most desirable types 
demanded by the changing market. 

3. Governmental control of large acreages of standing timber forces high 
competitive bidding by loggers and results in excessive prices for stumpage. 

4. There is overproduction of pulpwood because of the existence of many 
part-time operators. 

5. Competition with foreign producers of plywood and veneer is made 
very difficult because the foreign countries have markedly lower wage 
seales. 

6. A gradual shift of wood processors to the south and west, where 
timber is plentiful and wage rates lower, has occurred. 

With reference to point 6, it should be mentioned that the Upper Peninsula 
has lost several relatively large veneer and plywood operations because of the 
withdrawal of small-scale wood processors to other areas of the Nation. 


THE COPPER MINING INDUSTRY 


Copper mining employment exhibited a modest growth trend during the past 
decade. The extraction from existing deposits required constantly greater min- 
ing depth, and more expensive mining processes. As a result, many of the 
marginal mines were closed. However, in 1952, a new operation at White Pine, 
Mich. was established, and mining of a low-grade copper ore was begun. 
Through an up-to-date beneficiation: process, this operation began smelting cop- 
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per under Government subsidy. This venture more than took up the slack 
caused by the curtailment of other copper mining operations. At 1,700 in 
1949, copper mining employment increased to 2,600 in 1953 and a peak of 3,300 in 
1956. In 1958, employment in copper mining totaled 2,900, about 1,200 above 
the 1949 figure. 

Despite the moderate improvement from 1949 to 1958, the copper industry has 
long passed its prime as a major source of the new employment opportunities in 
the Upper Peninsula. Consider, for the moment, that copper mining provided 
7,800 jobs in 1929, 12,200 in 1919, and approximately 19,000 in 1909. 


THE IRON MINING INDUSTRY 


Like the copper mines, Michigan’s iron ore industry has been faced with the 
problems of depletion of ore bodies and high production costs. The iron mines 
of the Upper Peninsula are mostly of the underground type which raises the 
costs of production considerably above that of the open-pit type such as in 
Minnesota. 

The number of workers employed in iron ore mining increased from 6,900 
in 1949 to a 10 year peak of 8,900 in 1953 when the Korean emergency brought 
a sharp boost in demand for ore. After 1958, the number of workers in iron 
mining declined steadily to 7,200 in 1956 and 5,600 in 1958. The recent re- 
cession had a heavy impact on mining operations. Many mines in the Upper 
Peninsula went on a schedule calling for 3 weeks of work followed by a week 
of layoff. This type of schedule remained in effect until early 1959 when the 
j-day workweek was restored. Currently, about 5,300 workers in the area’s iron 
mines are involved in the steel strike. 


OTHER IMPORTANT EMPLOYMENT CHANGES 


Employment in the area’s motor vehicle and equipment industry, once the 
area’s second largest manufacturing activity, virtually has been wiped out since 
' 1952. Prior to World War II, the automobile industry in the Upper Peninsula 
provided as many as 4,000 jobs, but the complete discontinuation of the use of 
wood in automobile bodies had a drastic affect on the Upper Peninsula employ- 
ment in this industry. The last major facility in the automobile industry closed 
its doors late in 1951. During 1958, the motor vehicle industry in the Upper 
Peninsula employed only 100 workers, compared with 2,300 in 1949 and 1,900 
in 1951. 

Employment in the transportation, communications, and utilities industry 
also lost ground. Much of this decline has resulted from the discontinuance 
of railroad passenger service, the curtailment of certain freight runs to Canada, 
» and the moveout of an important railroad engineering department. In this in- 

dustry, employment averaged 5,300 in 1958, compared with 6,900 in 1949. Em- 

ployment in retail trade exhibited a steady growth from 1949 through 1955, 

rising to 13,100 in 1955, compared with 10,100 in 1949. Since 1955, the general 

downtrend in economic conditions has been reflected in reduction of the number 
of workers employed in retail establishments. By 1958, the total employed in 
this industry had declined to 10,700, only 600 above the 1949 level. 

There are a few bright spots in the area’s employment trend during the 1949 
to 1958 period which should be mentioned. Increased construction activity 

| raised employment from a monthly average of 2,700 in 1949, to 4,200 in 1958. 

Expenditures for defense at two Air Force bases in the Upper Peninsula ac- 

count for a large share of the overall increase in construction employment. 

The nonelectrical machinery industry has benefited from the establishment 
and growth of manufacturing facilities in the heavy equipment and crawler 
crane field. Compared with an average of 500 workers in 1949, the nonelec- 
trical machinery industry employed 1,700 workers in 1956 and 1,200 in 1958. 
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SEASONAL EMPLOYMENT PATTERNS 


Economic conditions, employment, and unemployment in the Upper Peninsuia 
are subject to a pronounced seasonal variation. The most noticeable aspects 
of the seasonal pattern are high unemployment and heavy employment reduc- 
tions over the period from November of one year through April of the next year. 
There are several elements responsible for this situation. Among them, the clos- 
ing of the navigation season, working conditions in the woods, and inability to 
carry on construction activity because of unfavorable weather, are perhaps the 
most important. The lack of the tourist trade also has an effect on some indus- 
try groups, particularly retail trade. On the other hand, the period from May 
through October usually shows a fairly good rise in employment and significant 
reductions in unemployment. Construction employment increases markedly as 
weather conditions improve, operations in the lumber and wood products in- 
dustry return to normal, and the tourist trade stimulates increased activity in 
retail trade and the service group. Likewise, activity in the transportation 
communication and utilities group accelerates as ore shipments begin to flow to 
the Great Lakes ports upon the opening of the navigation season. 


RECENT DEVELOPMENT 


After this 10-year résumé of employment decline, economic loss, and chronic 
high unemployment, I feel fortunate in having some more cheerful informa- 
tion to transmit to you. A decided improvement in the economy of the Upper 
Peninsula took place during the first 7 months of 1959. Unemployment declined 
from 15,100, representing 15.3 percent of the labor force, in January 1959, to 
8,500, or 8.6 percent, in May 1959, and 4,200, or 4.2 percent in July 1959. Over the 
7-month span, manufacturing industries took on 2,300 additional workers, non- 
manufacturing establishments put on 8,800 additional employees, and Govern- 
ment agencies added 200 to their personnel. In manufacturing, the most sig- 
nificant gains took place in the lumber and wood products industry where 900 
additional employees were added, and in the nonelectrical machinery industry 
where a strong demand for cranes and other heavy equipment raised employ- 
ment by 600. Small gains were also registered in the food, textiles, and print- 
ing industries. 

Substantial gains also took place outside of the manufacturing group. Con- 
struction companies put on 3,400 workers to meet commitments for the building 
of Air Force bases, new college buildings, and highway improvement and reloca- 
tion programs. Retail establishments hired an additional 1,800 employees as 
marketing conditions improved, new shopping centers developed, and the tourist 
trade gained momentum. The service establishments, adding 1,500 workers, also 
shared in the improvement of general business conditions. 

Since mid-July, the prolonged unsettled steel strike has affected approximately 
5,300 workers employed ‘by the iron mines. These workers are included in a 
special category entitled “directly involved in labor management disputes.” 
Employment in the Upper Peninsula showed a decline of 6,400 between mid- 
July and September, mostly the result of the steel strike and minor side effects 
on other industries. Unemployment in mid-September 1959, totaled 4,200 repre- 
senting 4.2 percent of the total labor force. The increase in unemployment 
caused by the side effects of the steel strike was offset by the withdrawal of 
summer jobseekers from the labor force, leaving unemployment at the same 
level as shown in July. Declines in seasonal industries, particularly construc- 
tion, can be expected to raise unemployment by at least 2,500 by the end of the 
year. 
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RECOM MENDATIONS 


In many respects, the economy of the Upper Peninsula has reached a turning 
point. The big question is: Can the progress made in 1959 be retained and a 
steady improvement be expected in the years ahead? 

The answer to this question depends in large measure on what action can 
be taken, both from a National, State, and local standpoint, in the following areas 
vital to the Upper Peninsula’s economy. 

1. Over the long pull, vigorous efforts must be exerted to maintain con- 
struction activity at its current high level and to increase it if possible. 
This will require the full cooperation from all levels of government in en- 
couraging the development and effectuation of needed governmental public 
works. In addition, Federal policies should be designed to facilitate the 
development of new housing and needed improvement in existing housing. 
Because of the failure of the area’s economy to keep pace with the ad- 
vancing national economy, new or improved housing is urgently needed 
in many areas of the Upper Peninsula. Full encouragement to private 
nonresidential construction projects of a worthwhile nature should be 
given by both private and public financing facilities. 

2. A much greater degree of attention should be given to the development 
of the tourist trade. Aggressive efforts should be made to secure venture 
capital to develop modern large-scale facilities capable of attracting a por- 
tion of the tourist trade now going to other areas of the Nation. 

3. Efforts must be made to secure those industries which conduct further 
processing of the Upper Peninsula’s prime natural resources of timber, pulp- 
wood, copper, and iron ore. In this regard, the progress already made by 
research groups into further potential uses of wood products and the 
beneficiation of ores must be continued and accelerated. 

4. Railroad and highway trucking service must be significantly improved 
to counteract the disadvantage of greater distances from markets which 
face the current and prospective employers in the Upper Peninsula. 

Although my comments here are not intended to be exhaustive, I believe they 
do point out the major areas where action is sorely needed. If studies of the 
economy of the Upper Peninsula are to result in any positive benefit, they must 
be followed by some specific goals and specific plans. 
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TABLE VI.—Population trends in the Upper Peninsula of Michigan by 10-year 
intervals, 1890-1950 


| 
Square 1910 1920 
miles 


—_— 


7, 675 9, 983 i; Calumet: 

Baraga 6, 127 7, 662 i 356 , 037 Total 
US eee ; 24,472 | 24,818 29, 2 Unen 
| iit i 3g 30,108 | 30,909 | 32,2 34, 03 32, 913 Unen 
Dickinson ! 7, 8$ 20, 524 19, 456 3, 73 24, fore 
eee : ; a 23,333 | 33,225] 31, 31,797 | 27.053 Total 
Houghton. 35, , OF: 88,098 | 71,930 7 39, Wage 
lL 5 9g 15, 164 22, 107 y . 7, 6 N 
544 f 3, 7, 156 6, 322 , 2,9 N 

nae a 914 5 E 4, 004 *. 7, 42% a Escanaba 
Mackinac 1,014 5 703 9, 249 9, 4: 9, Total 
Marquette 1,814 | 39, a 46, 739 7 . 7, 65 Unen 
Menominee 1,032 | 3 25, 648 5 5, Unen 
Ontonagon. we 1, 321 3, 72 8, 650 ae fore 
Schoolcraft 1,199 8, 681 7’ 8, 451 i Total 
a | | | | Wage 

Total, Upper Peninsula..| 16,511 | 180,523 | 261,362 | 325,628 318, 676 302, 2 
Hancock 

1 Organized from parts of Iron, Marquette, and Menominee in 1891. Total 
Source: U.S. Census. co 
fore 


TaBLe VII.—Upper Peninsula population by county, 1950 and 1957 Tota 
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Taste VIII.—Labor force employment and unemployment by area, Upper 
Peninsula, July 1953-59 


July July July July July July July 
1954 1955 1956 1957 1958 1959 
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Total labor force 
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Unemployment as percent of total labor 


ss 
35 


_ 
ee 
© 
_ 
ad 
© 


Total nonfarm employmen 
Wage and salary workers 
Manufacturing industries 
Nonmanufacturing industries 
Escanaba: 
Total labor force 
Unemployment . 
Unemployment as percent of total labor 


Pe 


-m DO ww 
a 8 Se 


= 
S 
= 
mi 0 fom 


Se gees: 
e 8 Exes 
es gzgs5 ss sees! 


Total nonfarm employment 

Wage and salary workers 
Manufacturing industries - - ---- = 
Nonmanufacturing industries - - ---_-- 

Hancock: 

Total labor force 

Unemployment 

Unemployment as percent of total labor 


2-390 
SS8o 
— 
ee 
oe Nwond 
ee 
ao Noo~r 
_ 
oe sypoSs 


“ee 
o Noor 


ai anc +- 


se S333! 


eo NWS 


— 


we ge gsuee Bs gee 


oa 
So 
o 
co 


SESe5 SF SESS. 88 SSSSi 28 SEES. ES SESE: 


Total nonfarm employment. 

Wage and salary workers.-..---- 
Manufacturing industries- - __ 
Nonmanufacturing industries 

Iron Mountain: 

Total labor force 

Unemployment 

Unemployment as percent of total labor 


Seze: 


S S835 82 Sf 


SP PAD 


N GHOm 
N Prom 
N Prog 


* 
Ss 
o kt OAD 


PN BE OD 


> ow 
au & 


Total nonfarm employment. 

Wage and salary workers 
Manufacturing industries 
Nonmanufacturing industries 

Iron River: 

Total labor force 

Unemployment 

Unemployment as percent of total labor 


or orn 


Peer 


= S855 82 sessn 28 S8zEse gg sess 
Bg gs 


5 
6 
1, 
3 
5 


oo SP 


BZ SESSo SB EZESX SS SESS SS ESSE SE sEssr Es 


or ont a190 


J 
= 


= $8 885 


OT Kram 
s8 Seesr & 


é 


_ 
© 
_ 

oo 


Total nonfarm employment. 

Wage and salary workers 
Manufacturing industries 
Nonmanufacturing industries 

Ironwood: 

Total laher Gree. « ......<...-2562.. 

Unemployment 

Cemeeepenaes as percent of total labor 

force... Fadsatcesaakehe dik viwkcscnsd 

Total nonfarm employment... 

Wage and salary workers........_..- 
Manufacturing industries 
Nonmanufacturing industries. -_____ 

Ishpeming: 

Total labor force 

Unemployment... ......--.--.---- _ 

Unemployment as percent of total labor 

lorce _ _ eet 

Total nonfarm employment 

Wage and salary workers........-.__- 
Manufacturing industries 
Nonmanufacturing industries- -__ 


= 
tor 
2 


ss 
ia 


er 
Ss 

x 2 pS 
£3 E55 


x 
S 
> N 
x 9 pS 
= 


ro 


SI 


oa 
os 
oo 
we 
a 


SSSe5 S8 S288 


o nN 


to 
» 
wo 


SesS= 88 S288 


Sern 
Co on 


2 PROD 


O Weon 


0 PRAM 


N groan 


a 


SSSe- 88 8828: 


ss geee" ES 


=“ S 


2 
© 
“ 


2888 


ssser 22 Sse: 


geee gg gsm 88 S58: 


“I goo 


SS NN 


oo fe 


2 Po 


oo gx 


s 





830 UNEMPLOYMENT PROBLEMS 


TABLE VIII.—Labor force employment and unemployment by area, Upper 
Peninsula, July 1958-59—Continued 


July July July July July 


July 
1953 g 1955 1956 1957 


1958 


| 
L’ Anse: 
Total labor force . 2,9 2,5 2, 500 
Unemployment. 200 
Unemployment as ‘percent of total labor 
a eienies - ; 24.1 8.0 
Total nonfarm employ ment- Z , 500 | 1, 500 
Wage and salary workers-. eieemen i , 200 | 1, 200 
Manufacturing indust a q 400 
Nonmanufacturing industries --_- | 9 800 
Marquette: | 
Total labor force { ; 8, 900 
Unemployment 3 ¢ "300 | 500 
Unemployment as percent of total labor 
cic bic mee ania t 3.6 5.6 
Total nonfarm employment__ 7,700 | 8,000 
Wage and salary workers 5, 8 » 7,000 | 7,300 
Manufacturing industries ‘ 2, 2,100 | 2,000 
Nonmanufacturing industries : ,¢ | 4,900} 5,300} 5,200 
Menominee: | | 
Total labor force 9 9,700 | 9,500 | 10,000 | 9,500 | 
Unemployment d 500 400 460 300 
Unemployment as percent of total labor 
force . 5.3 4.2 4.0 3.2 
Total nonfarm employment_. : i 5, f 6,400 | 7,000 | 6,600 
Wage and salary workers______.....- 5, 5,7 5, 600 6, 100 | 5,500 
Manufacturing industries ¥ 3, 3, 3, 100 3. 200 | 
Nonmanufacturing industries 2,500 | 2,500] 2, 2, 300 | 
Munising: | | 
I BNE i wipe eincunccnvaeesces a 3, 300 3, 100 
Unemployment 200 § 200 
Unemployment as percent of total labor 


oes 





2° 





; * 6.1 "i 6.5 | 
Total nonfarm employment : 2, 400 i | 2,300 | 
Wage and salary workers , ] 2,200 | 2, | 2,000 | 

Manufacturing industries--__- 2 1, 100 900 
Nonmanufacturing industries ¢ 1, 100 q 1, 100 | 

Newberry: 
Total labor force ‘ 2,! 2,600 | 2, 2, 100 
Unemployment é 200 3 200 | 
Unemployment as percent of total labor 








f ‘ 4.7 eo 9.5 
Total nonfarm employment 2 . g 1, 800 | 

Wage and salary workers y 7 ‘ A 1, 500 
Manufacturing industries g Q 400 
Non-manufacturing industries 4 Q 1, 100 
Ontonagon: 
Total labor force : d 4, 700 
Unemployment 400 2 200 
Unemployment as percent of total labor a 
4 8.2 9.3 5 | 
Total nonfarm employment- { 3, 500 
Wage and salary workers 2,7 3, 100 
Manufacturing industries ------_- 500 
Nonmanufacturing industries 2, 600 
St. Ignace: 
Total labor force 3, 600 
Unemployment 100 
Unemployment as percent of total labor 
2.8 
3, 100 
Wage and salary workers--.____--.--- 3, 2, 700 2, 900 
Manufacturing industri 200 100 
Nonmanufacturing industries , 2,500 | 2,800} 2,900 
Sault Ste. Marie: 
Total labor force i 10, 000 9,900 | 10, 100 5 9, 500 | 
Unemployment 500 600 700 1, 300 | 
Unemployment as percent of total labor | 














, 5.0 6.1 6.9 13.7 | 

Total nonfarm employment. = 8, 100 7,900 | 8,000 6, 900 | 
Wage and salary workers--...- a ie 7,300 | 7,000 | 7,200 5, 6 6, 000 | 
Manufacturing industries. ___- ; 2,200 | 1,800 | 1,500 ‘ 800 | 
Nonmanufacturing industries ‘ 5, 100 5, 200 5, 700 ; pad 
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TABLE IX.—Labor force and employment estimates, Upper Peninsula of 
Michigan, month of July 1949-58 + 


{In thousands] 
1949 | 1950 | 1951 | 1952 1954 1956 


Total labor force 105.9 {104.0 |104.9 |105.6 , . 1 }105.0 
Agricultural employment 14.0 | 13.8 | 13.6 ; 3. 13.0 
Nonfarm labor force. 90.0 | 91.1 | 92.0 \ b 92.0 
Unemployment 4.2] 2.9 ‘ } 6.0 
Unemployment as percent of total labor an 


a 


Workers involved in labor-manage- 
eee 
Total nonfarm employment 
Self-employment (including domestic) -- 
Wage and salary workers 
Manufacturing industries, total__-- 
Durable goods industries 
Lumber and wood products. 
Furniture and fixtures 
Metal industries 
Primary metal prod- 
WD co ccndsecnaeuccces 
Fabricated metal prod- 
Pinnidvancduboasnptaendeninnddselnaanae 
Machinery (nonelectrical) -. ¢ 
Electrical machinery 
Transrortation equipment. 
Motor vehicles and 
equipment 
Other transportation 
equipment 
Other durable goods 
Nondurable goods industries. -- 
Food and kindred products. 
Textile mill products and 
apparel 
Paper and allied products-_ 
Printing, publishing and 
allied 
Chemicals, petroleum, and 
coal products 
Other nondurable goods-_._- 
Nonmanufacturing industries, total_ 
Construction. 
Transportation, communica- 
tions and utilities 2 
Wholesale trade 
Retail trade 
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‘Estimates based on standard industrial classification of 1945. 
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TaBLE X.—Labor force and employment estimates,’ Upper Peninsula of Michigan, 
monthly averages, 1949-58 


{In thousands] 
1949 | 1950 | 1951 | 1952 


Total labor force 

Agricultural employment... - - 

Nonfarm labor force - ~-..-- ---- 

Unemployment 

a ~~ canna as percent of total labor 
RR eek Pop ka caren opce cesta 

Workers involved in labor-management 
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Total nonfarm employment. -- 

Self-employment (including domestic)... 

Wage and salary workers 

Manufacturing industries, total 
Durable goods industries 
Lumber and wood products. 
Furniture and fixtures---.-. 
Metal industries. - - -_- 
— metal prod- 
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Fabricated metal prod- 
ucts...- 
Machinery (nonelectrical) -- 
Electrical machinery - --- 
Transportation equipment. 
Motor vehicles and 
equipment 
Other Saeepertetion 
equipment.--_--.-.----]- 
Other durable goods- - ----- 
Nondurable ee industries _ ._ 
Food and kindred products_ 
Textile mill products and 


Paper and allied products__ 
Printing, publishing, and 
allied 
Chemicals, petroleum and 
coal prod 
Other nondurable goods-__- 
Nonmanufacturing industries, total. 
Construction 
Transportation, communica- 
tion and utilities 2 
Wholesale trade 
Retail trade 
Finance, real estate, and insur- 
ce. 
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1 Estimates based on Standard Industrial Classification of 1945. 

oe of government-operated public utilities are includea in “transportation, communication, 
and u ies,”” 

§ Employees of publicly operated educational institutions are included in “‘service.”’ 
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TaBLE XI.—Labor force and employment estimates, Upper Peninsula of 
Michigan, September 1958-September 1959 * 


[In thousands] 


September | August 1959 July 1959 September 
1959 1958 


Total labor force 


Nonfarm labor force 
Unemployment 
Percent of total labor force 
Workers involved in labor disputes 
Total nonfarm employment 


Wage and salary workers 


Manufacturing industries, total 2 
Durable goods industries_.----- 

Lumber and wood produc 

Furniture -- 

Metal industries... ............. 
Primary metal products 
Fabricated metal products 

Machinery (nonelectrical) 

Electrical machinery 

Transportation equipment 
Motor vehicles and equipment 
Other transportation equip- 
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Nondurable goods industries 

Food and kindred products. - ---- 

Textile mill products and apparel. . 

Paper and allied products----.---._- 

Printing, publishing, and allied 
industries 

Chemicals, petroleum, and coal 
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Nonmanufacturing industries, total 2 

Construction 

Transportation, communication, and 
DNDN x wrungscisne acmnnin cciamcie emcee 

Wholesale trade 

Retail trade_. 

Finance, real estate, and insurance 

Service and miscellaneous---.-.--..---- 

Mining 

Other nonmanufacturing industries- - -_|-- 
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1 Based on Standard Industrial Classification of 1957. 

? Distribution by industry includes wage and salary workers only. This does not include self-employed 
persons, domestic workers, or unpaid family workers. 

’ Because of the revised structure, ‘‘Government” data now includes employees of publicly operated 
educational institutions and governmentally operated public utilities. 
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TaBLE XII.—Average weekly hours and average gross weekly and hourly 
earnings of production workers, metal mining industries, Upper Peninsula 


Average|Average| Average Average/A verage/A verage 
Month and year weekly | weekly | hourly Month and year weekly | weekly | hourly 
hours jearnings} earnings hours jearningsjearnings 


n 


NN NPNNNNNNNNWH 


44.4 | $110.60 
42.3 | 106.77 
42.0 | 106.85 
41.6 | 105.91 
41.6 | 107.12 
41.6 | 109.41 
37.1 101. 02 
39.9 | 109.88 
41.9 113. 21 
39.7 | 107.83 
37.2 99. 88 
December - --- 38.8 | 102.28 
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age 1957 F 105. 48 
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January 
Februai 
March. 
April... 
97. 51 May... 
97.70 June... 
100. 04 : July... 
102. 69 i August 


Septem 
=e i October 


Monthly aver- Monthly aver- Novem| 
age, 1955 98. 88 4 Decem} 
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1959 A 

January -- 113. 67 
February. 129. 83 
125. 62 
125. 10 
125. 27 
123. 65 
115. 49 
101. 48 
98. 16 


January 
Februai 
March. 
April. . 
May... 
June... 
July... 
August. 
Septem 
October 
Novem! 
Monthly aver- Decemt 
age, 1956...... 42.3 | 102.58 2. 43 
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42.3 
40.0 
40. 2 
42.2 
42.1 
40.5 
40.8 
43.8 
44.7 
42.4 
42.1 
45.1 


1 Labor dispute affected average hourly and weekly earnings. 
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TasLE XIII.—Average weekly hours, average hourly earnings, and average 
weekly earnings in the Upper Peninsula, by month, 1953-59, total manufac- 
turing and basic lumber products 


Average weekly hours | Average hourly earnings| Average weekly earnings 


Manufac- | Basic lum- | Manufac- | Basiclum-} Manufac- | Basic lum- 
turing ber prod- | facturing | ber prod facturing | ber prod- 
ucts ucts ucts 
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TaBLe XIII.—Average weekly hours, average hourly earnings, and average weekly 
earnings in the Upper Peninsula, by month, 1953-59, total manufacturing ani 
basic lumber products—Continued 


Average weekly hours | Average hourly earnings) Average weekly earnings 


Manufac- | Basic lum-| Manufac- | Basic lum- | Manufac- | Basic lum. 
turing ber prod- | facturing | ber — facturing | ber prod. 
ucts uc 
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TABLE XIV.—Average contribution rates of covered employers based on taxable 
payrolls and contributions for first quarter, 1955-59, Upper Peninsula 


Taxable Contribu- Contribu- 
payrolls tions ! tion rate! 


Percent 
ist quarter 1955. $437, 940 19 
ist quarter 1956. 616, 063 ,. 
1st quarter 1957. 1, 006, 943 
ist quarter 1958. a 795, 330 
ist quarter 1959 887, 405 


1 Includes emergency contribution of 0.5 percent from 1957 to 1959. 
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TasLE XV.—Selected data on State unemployment compensation activities, by 
calendar year, 1949-59, Upper Peninsula offices 


Weeks compen- | Aver- Exhaustions 


Total sated Aver- 


age 
claims check age ac- 
filed for tual Taxable 
Calendar year | Mich- total Per- | dura- payrolls 
igan | Num- unem- | pa. cent tion 
liable ber Amount | ploy- 


239, 134] $5, 283, 340 

3, 119, 267) 

2, 719, 459) 

, 671, 038 

2, 627, 787) 

5, 570, 100 

208, 504 4, 667, 789 

--| 175, 895) 3, 995, 123 

-| 217, 154) 158, 557] 5, 088, 828 

1958...---------] 401, 049) 309, 139} 10, 828, 088 
January-Octo- 

ber 1959. 167, 698) 133,130} 4,460,290) 34.18) 


12.9 (1) 
12.4 () 
9. 7/$103, 024, 888 
12.2] 97, 505, 656 
102; 984, 243 
123, 436, 242 
119, 715, 909 
129, 354, 003 
129, 494, 705 
114, 491, 508 


° 
a 
wR EOD PI mNINDR 


1 Area distribution not available for these periods. 
2 Information not available at this time. 


Senator McNamara. Thank you very much, sir. Your statistics 
and recommendations are most interesting and certainly will be very 
helpful to the committee and will be given great consideration, you 
may be sure. Do we have your associate’s name for the record ? 

Mr. Gazvopa. Mr. Chairman, you raised a question about the num- 
ber of people employed in the tourist industry. I think Mr. Nault can 

; answer, Joseph Nault. 

Senator McNamara. You go right ahead, sir. We'll be interested 

in some figures on the tourist industry, whether it’s increasing. 


STATEMENT OF JOSEPH NAULT 
TOURIST INDUSTRY 


Mr. Navutr. There has been considerable increase in the tourist 
industry although the statistics prepared by our agency show a de- 
;cline. ‘The reason for the decline is that recently there was a change 
in the format for our reporting, and heretofore we reported school 
employment in the industry, and now it is being reported as Govern- 
ment employment, so although the figures do show a decline in service, 
there has been a significant increase in service employment in the 
tourist industry. 
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Senator McNamara. Would we get a better picture by adding these 
two together, then, and comparing them with your previous figures’ 

Mr. Navtr. Yes. In 1958 there were 1,100 in the service industry as 
compared to 12,000 in 1954, 4 years earlier. On the other hand, Gov- 
ernment employment is now shown as 17,000 whereas prior to our 
change in reporting we only showed 6,000 so there is quite a difference, 

Senator McNamara. Is there a note on your statistics to indicate 
that there was this change in the reporting? 

Mr. Nautr. Yes. 

Senator McNamara. Then we can figure that picture out from those 
figures; you’re going to make that part of the record, too. 

Mr. Navtr. Yes. 

Senator McNamara. Thanks very much, sir; we appreciate your 
help. 


STATEMENT OF GENE SAARI, INTERNATIONAL REPRESENTATIVE 
OF UNITED STEELWORKERS 


Senator McNamara. Next we have Mr. Gene Saari, international 
representative of United Steelworkers. We’re glad to have you here, 
sir. You seem to have no prepared statement? 

Mr. Saart. No, I don’t, Senator. 

Senator McNamara. We will be glad to have you proceed in your 
own manner. I only make a request that you talk a little slowly be- 
cause the recorder doesn’t have any automatic equipment here. It 
hasn’t reached the courtroom yet, and she will get it if you will pro- 
ceed a little slowly. 

Mr. Saart. We will try to accommodate the secretary. We don't 
have a prepared statement, but that does not mean we will not pre- 
pare one. 

Senator McNamara. We should be glad to have one. 

Mr. Saari. We do intend to prepare a statement on the causes of un- 
employment, the extent of unemployment in the copper and iron 
mining industries, and submit it later to your committee. 

I do in this connection want to express Mr. Powell’s regrets for not 
being able to be here. He was tied up in an important conference in 
Duluth, and he also stated that he will prepare a statement, and I 
notice he has wired you. 

Senator McNamara. We will make it part of the record at this 
point so that will be clearly expressed. 

(The telegram referred to follows :) 

Hon. Patrick McNAMARA, 


U.S. Senator, 
Northland Hotel, Marquette, Mich.: 


I sincerely regret that due to urgent union business in Duluth impossible for 
me to have dinner with you tonight and present testimony before unemployment 
committee tomorrow, November 10. Request permission of committee to submit 
written statement at early date. 

Regards. 

JACK POWELL, 
Representative, United Steel Workers of America, District 33. 
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TRON ORE AND COPPER INDUSTRY 


Mr. Saart. Mr. Chairman, our studies indicate to us that there are 
three basic factors that contribute to unemployment in the Upper 
Peninsula, both in the iron ore and in the copper industry. One of 
the factors is the depletion of the rich ores, in iron ore as well as in 
the copper industries. The unemployment developing from the deple- 
tion that has taken place from the time that the iron ore and copper 
industries first were founded and established here to this date is a 
gradual one excepting in a sense that where a mine closes because their 
resources have been depleted, the records will show, both production- 
wise as well as employmentwise, that this has taken place in the past 
20 years to the extent that production has dropped to the neighbor- 
hood of about 25 percent, and, rather odd, in the same proportion 
employment has dropped in these industries. The other factor that 
contributes to unemployment which is more of a temporary character, 
is the national picture, the national economy of the United States of 
America. Whenever we have had severe recessions or depressions in 
the United States it has, in a similar manner, reflected upon employ- 
ment and production in these two industries. 

In 1949 we suffered rather a period of unemployment in the country. 
Prices weren’t too favorable insofar as the nonferrous metals were 
concerned, and practically the entire copper industry of the United 
States of America was flat on its feet, and the same thing applied as 
far as the copper industry in the Upper Peninsula was concerned. In 
May 1949 the Calumet & Hecla, as well as the other operations, had 
to close completely, and others curtailed their operations for a several 
month period until a more favorable market and a price climate 
developed. 

That is true again in the period of 1957 and in 1953. When prices 
began to dip, then you will find that the companies either lay off em- 
ployees or are then going on a shorter workweek. What is true in the 
copper industry is also true in the iron ore industry, but the price 
factor plays a bigger role in the question of employment, production, 
and unemployment in the copper industry than it does in the iron ore 
industry. There is less fluctuation in employment and production on 
price factors in iron ore, but nevertheless, in the iron ore, too, we find 
that employment is directly geared to the question of the basic steel 
industries and the national economy as such. We have had our ups 
and downs from the period of the great depressions in 1932, and then 
we have had again our employment and unemployment depending 
upon the degree of recession or depression in the country. It was 
quite noticeable in the 1953-54 periods in the iron ore industry by 
shorter workings, but, again, it was more severely noticed in the end 
of 1957 and 1958, so we can consider also the question of the national 
economy as contributing to the employment, but they are not long 
periods, they are shorter periods, they are periods that are commen- 
surate to the recovery of the national economy itself, and those are 
periods that we should be also concerned with and find some remedies 
to give people. 
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The third factor is the question of technology. Technology also is 
contributing in two manners, and the effects of technology are yet to 
be seen in a more violent or more severe form in the iron ore industry. 
There is in the underground operations utilization of machinery and a 
ok of employees to perform different jobs. This, again, is 
creating displacement of employees from the operation, but the big 
thing that we’ve got to keep our eyes on is the question of beneficiation. 
Beneficiation is a thing that is here and must be here for the purposes 
of extracting the iron ore. At the same time it is creating a conflict 
and contradiction within the same companies which may create severe 
unemployment. Whereas, in these plants, new plants where bene- 
ficiation is taking place, it is strange to see, if you check over the mem- 
bership records and check these people that are not former miners, 
new people that have not worked in the mining industry before, by a 
large percentage there is only a few in it. What happens on it is that 
the companies will be developing a situation where the nonprofitable 
or not so profitable underground operations will be closing down in 
favor of the beneficiation and the processing of the taconite and these 
low-grade ores, and the reason why this is taking place is because it 
is a must in order that these ores be used for purposes of industry, and 
the iron ore mines, in the underground operations, the richest ores have 
disappeared, the companies will have to then resort to the processing 
of this low-grade ore of which there is plenty, so these are three factors, 
but one problem that is very touching and noticeable in the Upper 
Peninsula, whether it’s unemployment based on these low tortuous 
depletion propositions or whether it’s unemployment developing from 
national problems of national economy, or whether it’s unemployment 
developing from technology, there just is not any replacement of 
these people in the Upper Peninsula; they remain unemployed. The 
only places they can go is in search of jobs in more healthy spots in 
the economy of the United States of America. 

And another important factor, I think, that showed up in the 1957- 
58 period is that when unemployment hits of the type particularly of 
1957-58, it creates unemployment for a longer period. We have had 
mines for instance like the Republic mine, and the Tobin mine in 
Crystal Falls where the men have been out of work for some 22 months. 
We have the Pickands-Mather where they have been out of work ap- 
proximately 14 months. We have mines like the North Range mine 
at Alpha where the 8 ees have not returned to work yet today. 
We have spots all over the Upper Peninsula of that kind. These peo- 
ple are on the unemployment list. These operations have not perma- 
nently closed down, they are going to reopen their operations and the 
men are hanging around for the purposes of being employed so it 
creates a problem that the unemployment insurance definitely must be 
increased, it must be extended. It creates a second problem of taking 
care of the people that have one skill, skills that are only useful for the 
iron and the copper industries, or possibly having some type of voca- 
tional training in connection with the unemployment compensation 
office or some other medium so that these people can then be relocated 
into other places of employment. 

What other factors can be done I do not know but this I do know: 
That possibly we would be in a rather rough spot if for instance the 
Government had not subsidized the copper industry during war pe- 
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riods. Only in emergency has the copper industry operated. It was 
the Korean emergency that gave birth to the White Pine: |’ '' 

Those are some of the things we believe and things: that‘wé should 
look into and, as I stated, we will present a more detailédiand a sta- 
tistical report on these problems and more rounded out ‘opinions’ in 
connection with the remedies we propose in connection with ‘the’ un- 
employment developing in the iron ore situation. 

enator McNamara. Thanks very much, we will look forward to 
that report and you can be sure it will be given every consideration 
and studied by our committee. 

You mentioned because of technological change and the use of 
taconite instead of the richer ores that you had previously, that new 
people are coming into the industry. Are they generally from this 
area, or are they largely from other areas of the country ? 

Mr. Saart. Yes, they are. In the Upper Peninsula they are mainly 
from the Upper Peninsula, and it’s true also in Minnesota where we 
have the taconite industry, they are from Minnesota, but they are not 
people who have had their experience in’ the mining industry; they 
come from the woods, farms, or previous experience in auto industries 
or other manufacturing industries elsewhere, but their residence has 
been in the Upper Peninsula. 

Senator McNamara. Would retraining of your people who are 
normally employed in mining help in this area you are talking about? 

Mr. Saart. That is a problem that we have discussed with the in- 
dustries ourselves, not so much in Michigan but in Minnesota mainly 
because we had so many people who are old, who had many years of 
service in the underground operations. The companies prefer to have 


the younger people so they could condition them and develop them to 


meet the requirements of a new industry which have required faster 
reflexes and faster movement and where the sound, for instance, in 
the processing is very loud and bad conditions exist and sight factors. 

Senator McNamara. You mentioned that in a couple of areas the 


smines have been shut down from 14 to 21 months, or something like 


that, but there is an indication that these mines will be reactivated 
some time in the indefinite future. Do you find that there is any 
abandoning, much of any abandoning of these older mines, are they 
letting them flood in many instances and therefore losing them to 


-oureconomy for all time, or is that a factor? 


Mr. Saart. Yes; there is, for instance, in this area—I haven’t made 
too close a study because I expected Jack Powell to be here, but there 
is the Cambria, the Lloyd mine, and one other mine in 1954 has been 
completely abandoned, they have been lost. In the Menominee Range 
we have the Fortune Lake mine that has been abandoned recently. 
I'm talking about more recent mines that have been closed, and then 
only a matter of a little over a year ago the North Range Warner 
mine closed. 

In the copper field since 1945 the Quincy underground operations 
were closed on September 1. A little later the Isle Royale mine closed 
down completely, that same year—no, not the same year, a little later, 
1946 or 1947; and then the Copper Range, which remained closed 
from 1945 to about 1950, for a 5-year period, reopened with only 
ipproximately 175 men where they had 1,050 employees prior to that 
(me. That is true also about these other mines that are not closed 

47557—60—pt. 35 
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completely where their resources are lost for good. You take for 
instance the Buck mine in Iron River that closed with 300 employees 
will reopen now with approximately 173 employees. The Tobin mine 
of the Republic properties is not yet certain whether they will have full 
employment or not once they are able to get going. 
enator McNamara. These marginal mines that have been aban- 

doned, this means they have no maintenance crews, they don’t operate 
pumps? 

Mr. Saart. Nothing else but holes in the ground symbolizing what 
has happened in the past. 

Senator McNamara. Thanks very much. We will look forward to 
receiving these complete statements from both you and Mr. Powell. 

Mr. Saart. Thank you. 


STATEMENT OF J. H. KLINE, PRESIDENT, LAKE SUPERIOR & 
ISHPEMING RAILROAD 


Senator McNamara. Next we have Mr. J. H. Kline, president of 
the Lake Superior & Ishpeming Railroad. Glad to have you here 
this morning, sir. If you have a prepared statement we would like 
it for our records and it will be published entirely in the record at this 
point, and we will ask you to summarize it in your own manner. 

Mr. Kurne. I will. 

Senator McNamara. Thank you. 

Mr. Kune. I am in the railroad industry which has a close associa- 
tion, however, with the iron ore industry because about 85 percent 
of our tonnage is iron ore. 

First, I would like to just briefly comment about the word “unen- 
ployment” in that sometimes, and a great many times, it doesn’t en- 
tirely cover the situation, and I don’t mean that I’m trying to sell 
anyone that there isn’t any unemployment but I mean we have a lot 
of situations where employees and men are classed as unemployed 
under rather unusual circumstances in our industry. I’m talking 
generally, and it’s a pretty liberal interpretation. A man will be 
unemployed, there will be a job for him 15 miles away but he wont 
take it because he doesn’t want to move. It has been ruled that 15 
miles is a hardship and he doesn’t have to go for that job. 

There’s other cases in our business at least where there is unem- 
ployment in the same city because work that might be available for 
a man is not his job classification, and it has been ruled that he doesn't 
have to take it. Of course, the compensation laws and rules naturally 
enter into unemployment figures and, of course, we always have a 
certain amount of unemployables for various reasons, due to unde- 
sirable past records, and so forth. 

We have, in Michigan, experienced substantial unemployment in 
the past few years but I feel it is mostly due to local conditions and 
a few national policies involved. We have a free-enterprise system 
and we believe in the profit system and, bluntly, jobs are the result of 
profit opportunity. People are employed because someone has pro- 
vided the capital to establish an industry where labor is used, and the 
amount of labor that will be required depends on the success or failure 
of that industry. And the success of the industry will depend on its 
ability to remain competitive and so long as the productivity of its 
employees is equal to the cost of its product. 





cla- 
ent 


em- 

ell- 
sell 
. lot 
yyed 
cing 
1 be 
‘ont 
t 1b 


lem- 
for 
asn’t 
rally 
ve a 
nde- 


t in 
and 
stem 
It of 
pro- 
1 the 
ilure 
n its 
f its 


UNEMPLOYMENT PROBLEMS 843 


MICHIGAN’S UNEMPLOYMENT PROBLEM 


Michigan’s unemployment problem seems to stem back several years. 
According to Michigan Employment Security Commission reports, 
we lost manufacturing jobs in the 1950-56 period, at a time when the 
Nation as a whole showed a 12.68 percent increase in factory jobs. 
Why, we ask, didn’t the new defense industries. settle im Michigan 
instead of going to other parts of the Nation ? 

Basically Michigan is an automobile producing State. When the 
basic automobile industry is down, Michigan is down. But the re- 
grettable fact is that in recent years there has been heavy unemploy- 
ment in Michigan even when the automobile industry was going full 
blast. 

There has always been a tendency to blame unemployment on auto- 
mation and while automation has cut into the number of jobs avail- 
able in certain areas, automation has created a demand for more skilled 
workers and has opened up as many job opportunities as it has. 
displaced. 

t report entitled “What’s Ahead for Michigan?” was prepared by: 
Prof. William Haber of the University of Michigan, and others; 
within this last year, and they developed some rather interesting 
figures about what had been happening in Michigan, back to 1950. It 
seems that we have not been keeping up with the Nation as a whole 
in factory jobs. We have been falling behind quite considerably. A 
lot of reasons have been presented, some of them that we haven’t par- 
ticipated as we should in new defense industries. Automation has 
been blamed considerably for our unemployment, but other parts of 
the country have automation too and the point can be raised as to 
whether there is too much blame here because automation doesn’t 
necessarily stop at State lines where other States would have the 
same problem. The fact seems to be quite evident that we haven’t 
maintained our employment situation with neighboring States. Of 
course the big thing in the State of Michigan is automobile manu- 
facture. It would seem reasonable to assume that perhaps we need 
alittle more diversification of industry than to depend so wholly upon 
the automobile industry. 

Now, more specifically about the Upper Peninsula, of course, where 
Tam a resident and where we have some rather serious problems. It 
has already been brought out there are about 300,000 people in this 
area of the Upper Peninsula, and it is, roughly, about 800 miles from 
Sault Ste. Marie on the eastern end to Ironwood on the western end. 
A large amount of this area is wooded and produces large amounts of 
wood products. Of course, copper mining and smelting is a large 
industry in the Keweenaw Peninsula. Iron ore mining in the western 
end on the Gogebic Range, and the Menominee and Marquette Ranges, 
provides a great deal of employment near the center of the peninsula. 

Now, the No. 1 employer in the Upper Peninsula is governmental 
services. No. 2 is iron mining, and the third is production of wood 
products. Papermills, chemical plants, transportation agencies and 
others provided considerable employment and, of course, the tourist 
industry has become quite a thriving industry and seems to be in- 
creasing every year. 


4 
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Now, we have in this area, a little different than in most areas, and 
it has already been touched upon here, and that is seasonal work. 
We have a great deal of that in the tourist industry, and in the wood 

roducts itself it is largely a seasonal industry because woods work 
is difficult to maintain in the summer time due to being impossible to 
maintain roads so much of the time through swamp areas and low 
ground and consequently that work is pretty much confined to winter 
months. The transportation industry here, the movement of iron ore 
by railroads, is necessarily a seasonal employment situation because 
we must move the bulk of the iron ore during the Great Lakes ship- 
ping season. 
ne production of timber products in this area seems to be in real 
trouble. Now, the principal reason, it would seem, is that it’s difficult 
to maintain a competitive situation with woodpulp, and I’m speaking 
particularly of pulp or paper production in the papermills because 
we do not have enough mills in this area. The larger number of the 
paper and pulp producing mills are in northern Wisconsin and our 
local mills don’t assume any great part of the production here, making 
it necessary for local producers to compete with pulp producers in the 
northern Wisconsin area, and with transportation costs involved it’s 
pretty difficult to do and, again, there is the Canadian pulp, and while 
their transportation is greater, the costs are greater than they would 
be from this area, the advantage is Canadian pulp is superior due to 
its slow growth and producing denser fiber and their lower production 
cost in Canadian woods, so Canadian pulps are able to compete be- 
cause of those factors but, again, that makes it difficult for local areas 
and we aren’t producing woodpulp in this area nearly as fast as it’s 
growing. 

The opinion of the majority of the people is that about the only 
answer is if we can encourage the construction of mills in this area, 
both paper and pulp producing, and we’ve also got to closely study 
the situation and see that we can remain competitive, and a study of 
the whole situation would be required to do that, but the principal 
thing for relief in that area is more mills. The iron ore industry has 
been quite generally discussed by others and I would like to comment 
on the iron industry because our business in our company is pretty 
much largely dependent upon how iron ore fares. 


MARQUETTE RANGE 


Now, the principal, I think, competitive factor involved in the 
Marquette Range, and that’s the range we serve, is foreign ore com- 

etition. I do not believe that has been mentioned yet but certainly 
it is a very serious threat to the iron ore production in this area. As 
is generally known, iron ore as produced in Canada and South Amer- 
ica, has some 60 to 65 percent iron content and can be produced more 
cheaply because it’s largely the product of the open pit mine and wage 
schedules in those areas are not comparable to us, and although trans- 
portation is involved, the overall cost is a pretty serious competitive 
thing to the underground mines of Michigan because underground 
mines are expensive. First, they require very substantial capital out- 
lays to establish a producing mine, and then the ore that is produced 
runs about 52 percent iron, so we have a competitive situation of 52 
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a iron here as against a 60 or 65 percent coming from other 
lands. 

Now, our iron miners are members of the steel workers and our wages 
are comparable to those in the steel mills, and the costs of producing 
these underground ores has brought about quite a problem, and the St. 
Lawrence Seaway actually hurt Michigan mines. I don’t mean to 
infer that building the seaway was wrong because I think it was a 

rogressive step, but it is a fact that right at the present time it is add- 
ing to the problem of producing underground mines in Michigan, and 
substantially so, because it is making it possible for those foreign ores 
to come out of South America and Canada and go into the lower lake 
ports just the same as boats from this area do. 

The mining companies in Michigan are now making and have 
made various large appropriations to construct improvement plants 
to upgrade the quality of the underground ores, and that is a move 
that has been necessary because in order to keep the underground ores 
of this area competitive, they have had to improve the quality. Also 
very large sums of money have been spent to build plants for process- 
ing of the low-grade ores, and again, that is an expenditure being made 
in an attempt to meet the competition. It’s going to be very difficult to 
keep these costs in a competitive situation, and it has got to be done by 
some very realistic approach by both management and labor, and labor 
is going to have to look at it objectively so that we aren’t priced out of 
the market. Now, proper cooperation can bring about a prosperous 
and expanding industry, but if we don’t cooperate properly, we could 
be priced out of the market. 

Production of iron ore on the Marquette Range is also perhaps ¢ 


greater problem than in some other areas by reason of the fact our 
principal producers here are iron ore merchants, so to speak, and pro- 
duce iron ore for sale instead of being connected with one of the large 
steel companies and furnishing steel for their own company, and as a 
result of that situation, the mining companies here generally have to 
compete with the foreign ores for the markets of the steel companies. 


THE RAILROAD FIELD 


Now, in the railroad field, and I’m a representative of a railroad 
company, I would like to comment briefly about our competitive situa- 
tion. I am sure, Mr. Chairman, that you’re quite aware and can fully 
understand the Transportation Act of 1950 which was thought to cor- 
rect some of the unfair competitive situations so far as transportation 
was concerned, but it doesn’t seem that it has done so. Our principal 
competitor is not the common carrier truck because the common carrier 
truck is a licensed transportation agency just the same as we are: 
they’re a part of our economy and a very essential part of our economy, 
and while they are our competitors, we don’t look on them as unfair, 
but we do have the situation of the so-called contract trucker, the 
exempt trucker, the buy-and-sell trucker, and that situation is increas- 
ing everywhere because more and more people are getting into it. 
They simply have to buy a truck or more than one truck and get into 
business because our laws and our regulatory rules do not include such 
transportation agencies. They charge whatever they wish and move 
around with complete freedom, telling no one what they charge, and 
selecting the type of tonnage that they wish, and account to no one. 
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I was recently talking to the chairman of the truck division of the 
Michigan Public Service Commission about this problem, and he 
said, “We’re absolutely powerless to do anything about these people; 
we don’t have policing, we don’t have the proper policing forces to 
check on it, and it would be impossible to provide enough so that you 
could have an effective regulation,” and consequently greater and 
greater amounts of our intercity tonnage is being moved by these 
itinerants, so to speak, who don’t answer to anyone. I think it was 
brought out in the Smathers committee when they were investigating 
transportation, that the president of the American Trucking Associa- 
tion testified that he certainly hoped that Congress would be able to 
do something about these contracts and buy and sell and exempt 
truckers because they have finally reached the place where they were 
driving them out of business, so it is a serious problem so far as rail- 
road companies and your common carrier trucks are concerned. 

In our industry, in the railroad industry, we have another problem, 
that of depreciation. I am sure, Mr. Chairman, that you are also very 
familiar with the legislation that has been considered at least in the 
Congress about depreciation rates in our industry. Up to now we are 

enerally allowed 5 percent or less and, of course, it naturally would 
ollow that we’re depreciating 5 percent or less annually on original 
costs that are about one-half what the replacement is today, and it 
just doesn’t provide the necessary replacement money. There is ex- 
pansion in our business and we’ve got to have more realistic deprecia- 
tion. I think there is such legislation now before the Congress and 
I hope that this committee will support it. 

There isn’t any question but what Michigan has a lot of problems. 
I, however, feel, for one, that our problem is pretty much one for 
Michigan people. I think Michigan people can whip this problem 
locally. We have a tremendous potential, we’re a great State, we have 
unlimited water supply, large and skilled labor force, top manage- 
ment ability, and good transportation, which are all the ingredients 
for major industrial development, but it’s a question of pretty much 
putting our house in order, and it has got to be done by Michigan 
people. We must show some real statesmanship at the wage bargain- 
ing table and in the field of taxes because we must remain competitive, 
and it’s a question of educating our people so there will be complete 
understanding by all our people. 

Senator McNamara. Thank you very much, sir. You have pre- 
sented us a very clear statement of your viewpoint and it will be given 
every attention by the committee. I notice at the top of page 8 you say 
this is not a national problem but a local one. Are you referring to 
unemployment generally when you make this statement ? 

Mr. Kune. Generally, sir, I would agree that when we go through 
periods like 1954 and 1958 recession or depression, whichever term 
1s used, we are affected, that is true, the same as the country is, but I 
think our problem in the Upper Peninsula on iron ore competition 
and the production of woods products generally, and the problems in 
our own industry outside or regulatory laws on transportation, is 
pretty much a local problem. 

Senator McNamara. You are referring to those portions of the 
overall problem ? 

Mr. Kune. That’s right. 
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Senator McNamara. But you do recognize unemployment is a na- 
tional problem ? ‘ 

Mr. Kune. It is when the economy moves up and down, yes, sir. 

Senator McNamara. We have problems generally and you made ref- 
erence to some of them. Certainly we are faced with a proposition 
of paying unemployment benefits or making relief payments to the 
memployed. Do you think that the Government and industry have a 
responsibility to create conditions that all able-bodied people who are 
ready and willing to work have an opportunity to work? Do you 
think the Government enters into that with industry to do something 
about the inescapable fact that we either have to pay unemployment 
or provide relief for people who are out of work ? : 

Mr. Kurnr. Yes, sir; we can’t let people starve to death. We can’t 
take that attitude at all, and as far as unemployment is concerned, I 
have never been one to criticize the payment of unemployment to 
people unemployed. I think it is a very essential part of our econ- 
omy. As far as the Government is concerned, yes, the Government 
should do everything it can to foster employment, and I don’t know 
quite how to say this but—well, put it this way—so far as depressed 
area living is concerned, I rather doubt if that’s the proper approach 
30 far as the Government is concerned, and I don’t think that the 
Government should take some action that’s going to shut off the com- 
petition that we have in the iron ore industry. However, those things 
are being produced in other countries and we must realize that the 
wage over there is going to develop to a place someday where they’re 
going to have much more of a problem than they have now, and they 
won’t be quite so competitive, but we still have got to keep our costs of 
producing these products within a competitive range or we’re just not 
going to sell. 

Senator McNamara. Do you have any idea about the highest rate 
of unemployment we can afford without Government intervention ? 
Do you have any idea of norms in this area ? 

Mr. Kurnr. As to percentages? 

Senator McNamara. Yes. 

Mr. Kurne. No, I don’t. I heard a gentleman speak here on unem- 
ployment who is in charge of the unemployment office. I think it has 
been referred to nationally as something like 3 million is considered 
about normal situation, and that’s in line with what I have read, but 
as far as this area is concerned, I don’t know what a norm would be. 

Senator McNamara. What is the situation in the railroad industry 
locally? Do you have considerable unemployment of your workers at 
this point ? 

Mr. Krine. Yes; in the Marquette area we do. Of course, every- 
thing is completely out of line right now because of the extended steel 
strike, but in normal circumstances we have unemployment. because 
both ourselves and our neighboring railroad here handle iron ore, 
and in the past 2 years—well, for example, we used to handle around 
) million tons of ore ourselves; that was in 1957 and before; in 1958, it 
dropped down under 3 million, but that I thought could be largely 
charged off to economic conditions in the country which were not 
favorable, but this year and starting in about March when we open 
the ore season, and completely discounting the possibility of a steel 
strike which we knew could happen and did happen, but discounting 





848 UNEMPLOYMENT PROBLEMS 


that, in March—and everybody always feels it isn’t going to happen— 
we were told we were going to handle about 314 million which would 
be a pretty good year insofar as the national economy is concerned, so 
there isn’t any question but that there has been a dropdown of ton- 
nage of ore in this area and it has affected us considerably. 

enator McNamara. You mentioned one of your problems is that 
people won’t travel as much as 15 miles to take employment in the 
same industry or another industry. Is this a substantial problem? 
Do you have any great numbers of people who won’t travel? Today 
it’s quite common for people to travel that distance every day to and 
from work, even in the metropolitan areas they travel that every day, 
and I am wondering to what extent you find this serious? 

Mr. Kurne. It is not a substantial part of your unemployed people, 
However, I’m talking pretty much of our own industry. In our in- 
dustry unemployment is handled by the Railroad Retirement Board, 
as you know, and is not a State problem, and we have those rules, and 
while that is not a problem, you do have a certain percentage of it, 
more than you would think, 

Senator McNamara. I would think if it’s any major problem I 
would be surprised. You say it is not substantial so I can readily 
agree. 

Mr. Kiine. I wouldn’t consider it a major problem, but it rather 
gives your unemployment picture a little outline. 

Senator McNamara. You mentioned the itinerant or gypsy type 
truckers being a factor in the economy of transportation industry. 
I think this is somewhat of a national problem. We have it in all in- 
dustries. To what extent do you think this cuts into the business! 
Do they handle 10 percent of the trucking or less? 

Mr. Kurne. I would say they handle more than that of it. I would 
say for your national intercity traffic those people are probably han- 
dling 20 percent of it. 

Senator McNamara. That seems to be a large—— 

Mr. Kurne. It is a major problem, there’s no question. 

Senator McNamara. Again, thank you very much. We appreciate 
your being here and you can be sure that your testimony will be given 
every consideration by the committee. 

(The prepared statement of Mr. Kline follows :) 


PREPARED STATEMENT OF J. H. KLINE 


My name is J. H. Kline, and I am president and general manager of the Lake 
Superior & Ishpeming Railroad, whose headquarters is in Marquette, Mich. 
The principal freight commodity handled by our railroad is iron ore, comprising 
about 85 percent of the total tonnage. We have about 450 employees, and op- 
erate 170 miles of main track. No passenger service is operated. I am pleased 
to have the opportunity of appearing before your committee to give you my 
views on unemployment. 

First, I should like to direct my testimony to the State of Michigan as a whole, 
and later I will testify specifically concerning conditions in the Upper Peninsula 
of Michigan. 

In our modern economy the word “unemployment” is being used rather loosely 
and often published statistics do not present the true picture. One important 
factor is the liberal interpretations on unemployment insurance. Some ex 
amples are: Men are allowed unemployment compensation at home when there 
is employment at a location 15 miles away. It has been ruled that traveling 
15 miles would be a hardship. 

Another case is permitting men to collect unemployment, even though there 
is work in the same city, because it does not fit their work classification. Lil 
eral compensation laws and rules covering time lost account injury have added 
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to unemployment figures and, in addition, there is always a certain number of 
uemployables due to past undesirable employment records or accident prone 
jndividuals. 

Sour the past years Michigan has experienced substantial unemployment, 
but it was mostly due to local conditions with few national policies involved. 
Ours is a free enterprise economy and we believe in the profit system. To put 
it bluntly, jobs are the result of profit opportunities. People are employed 
because Someone has provided the capital to establish an industry requiring 
labor. The amount of labor that will be required depends entirely on the suc- 
cess or failure of the enterprise. And the success of the enterprise will depend 
on its ability to remain competitive, and so long as the productivity of its em- 
ployees is equal to the cost of its product. 

Michigan’s unemployment problem is a deep-seated one of long standing. Ac- 
cording to Michigan Employment Security Commission reports we lost manu- 
facturing jobs in the 1950-56 period, at a time when the Nation as a whole 
showed a 12.68 percent increase in factory jobs. A study of 14 major industrial 
groups based on the U.S. Department of Commerce Annual Survey of Manu- 
facturers disclosed that Michigan fell 228,136 jobs behind the national average 
gain of jobs in the 1947 to 1956 period. This study was made by Dr. Charles 
L. Jamison, professor emeritus of business policy at the University of Michigan. 

It is true that shifting defense needs have played an important part in loss 
of factory jobs. But the question could be asked why the new defense indus- 
tries didn’t settle in Michigan instead of going to other parts of the Nation. 

Basically, Michigan is an automobile-producing State. When the basic auto- 
mobile industry is down, Michigan is down. But the regrettable fact is that 
in recent years there has been heavy unemployment in Michigan even when the 
automobile industry was going full blast. 

There has also been a great tendency to blame unemployment on automation, 
and it is true that automation has cut into the number of jobs available in cer- 
tain specific areas. However, automation has created a demand for more skilled 
workers and has opened up as many job opportunities as it has displaced. Fur- 
thermore, automation doesn’t stop at State lines. It is a bit illogical to blame 
automation for Michigan unemployment when our unemployment rate is out of 
line with other States. Presumably, automation should have the same effect in 
Ohio, Indiana, Illinois, and other States as it has in Michigan. 

A report entitled “What’s Ahead For Michigan?” was recently released. It 
was prepared by William Haber of the University of Michigan and Eugene C. 
McKean and Harold C. Taylor of the W. E. Upjohn Institute for Employment 
Research. The following quotation is from their report: 

“In 1953, Michigan was a prosperous State in a prosperous Nation. All lines 
of business and industry were flourishing; and, in addition, Michigan was 
especially busy with Korean-defense production and with production of auto- 
mobiles to meet ever-pressing pent-up demands. The State’s labor force ex- 
panded abnormally; there was perhaps overemployment. Nearly 42 percent 
of the State’s entire population were at work, whereas a figure of 38.5 percent 
is often considered to be a reasonable goal for full employment. By 1957, only 
35.5 percent of the State’s people were at work, while in the generally 
prosperous Nation as a whole the percentage was at a comfortable 38.6. 

“Our losses during the 4-year period were mainly losses of manufacturing 

jobs. Of these, losses of defense jobs were substantial. There is no industrial 
classification of “defense jobs,’ of course; these jobs are carried under the 
usual classifications of transportation equipment, electrical machinery, fabri- 
cated metals, and so on. Hstimates suggest, however, that Michigan’s losses 
of defense work after 1953 may have amounted to 125,000 to 150,000 jobs—a 
significant part of our total job loss. 
“But let us look now at the loss of jobs in the State in terms of the usual 
industrial classifications. In all manufacturing activity, our State lost at 
least 180,000 jobs in the 4 years, 1953-57, including the loss of defense work. 
The Nation lost manufacturing jobs in that period too—456,000 jobs. But it is 
significant to note that the job loss in Michigan was nearly two-fifths of the 
loss of the entire Nation.” 

Logically, it would seem that Michigan’s answer lies in two directions: 
(1) More diversification of industry to lessen our State’s reliance on automobile 
Production; and (2) a critical examination of our State programs and policies 
to make that diversification possible. 

I would now like to discuss more specifically unemployment in the Upper 
Peninsula of Michigan. 
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The Upper Peninsula of Michigan is that part of the State north of the Straits 
of Mackinac and consists of 15 counties. It is roughly 300 miles from Sault Ste, 
Marie on the eastern end to Ironwood on the western end. The population igs 
about 300,000. A substantial part of the entire area is wooded and produces 
large amounts of saw logs, pulpwood, and chemical wood for chemical plants 
at Marquette and Kingsford. Copper mining and smeltering is the principal 
economy in the Keweenaw Peninsula near the cities of Calumet and Houghton. 
Iron ore mining provides substantial employment on the Gogebic Range near 
Ironwood and the Menominee and Marquette Ranges in the center of the 
peninsula. 

The No. 1 employer in the Upper Peninsula is governmental services. No. 2 
is iron mining, and third is production of wood products. Paper mills, chemi- 
cal plants, and transportation agencies provide considerable employment, and 
during the summer months tourist travel is a thriving industry. 

At the outset of this testimony, it should be reported that our economy at 
this time is abnormally low on account of the steel strike as all iron ore miners 
are on strike. I shall, however, confine my remarks to the problems of the 
area from the standpoint of normal activity. 

In any analysis of local unemployment, it should be kept in mind that we have 
quite a lot of seasonal work. The production of forest products is seasonal 
as such work is greatly hampered during the summer season by reason of it 
being impossible to maintain roads in swamps and low ground. The handling 
of iron ore by railroads must be confined to the Great Lakes navigation season 
from April 15 to December 1, and the tourist business is primarily a summer 
industry. 

The production of timber products in this area is in real trouble. The one 
thing most responsible is the location of consuming mills. Local paper mills 
only use a fraction of the pulpwood produced, but a majority of the consuming 
mills are in northern Wisconsin. Pulpwood produced in northern Michigan 
must compete with that produced in Wisconsin where transportation costs are 
obviously less. Also, there is competition from Canadian pulpwoods where 
higher transportation costs are offset by denser fibre wood due to slow growth 
plus lesser production costs in the Canadian woods. These competitive factors 
overbalance the scale against Upper Michigan. The construction of additional 
paper and pulp producing mills in this area would certainly tend to reduce 
unemployment, but labor costs, transportation, and availability of markets 
must be carefully studied to maintain a competitive balance. 

The iron ore mining industry in Michigan faces a real crisis, and decisions 
which must be immediately made will decide the future of this very important 
segment of our economy. The threat we face is competition from foreign ores 
which runs from 60 to 65 percent iron content and is mined from low cost open 
pit mines in Canada and South America. The ores from Michigan are produced 
in underground mines, and very substantial capital outlays are required to 
establish a producing mine, and the ore only averages about 52 percent iron. 

Iron ore miners in Michigan are members of the United Steel Workers, and 
their wages have kept pace with the wages in steel mills. These wages have 
increased steadily until the underground mines are marginal. The completion 
of the St. Lawrence Seaway has also aggrevated the problem as it further re- 
duces the overall costs of the foreign ores. In making this statement, I do not 
infer that the building of the seaway was not a progressive step, but it is a 
Yact that it has added to the problem of producing iron ore in Michigan. 

The mining companies in Michigan are now making very large appropria- 
tions of capital to construct improvement plants to upgrade the quality of the 
underground ores. In addition, very substantial expenditures are being made 
to build plants for processing low grade ores. These upgrading processes are 
necessary to bring Michigan ores to a competitive level with the foreign ores. 
The real crux of the problem is to keep these production costs within a com- 
petitive range. This will be very difficult, as it seems that periodic increases 
in wages and fringe benefits have become an ingrained habit, taken for granted 
each year. This is not a national problem, but a local one. Its solution must 
be found in a realistic and sober approach by management and labor. And labor 
will have to demonstrate more realistic and tolerant tendencies than they have 
in the past. Proper cooperation will insure a prosperous and expanding in- 
dustry furnishing employment for thousands of men. The lack of cooperation 
can mean that Michigan ores will be priced out of the market. 

Iron ore production on Michigan ranges has been reduced in the past 2 years 
and unemployment has resulted. The mining companies here arer largely ore 
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producers only and sell their product in the open market. They are not sub- 
sidiaries of the large steel companies. Consequently, they must compete with 
the foreign ores for sales to steel companies. 

I am a representatives of a railroad company, and during the past several 
years a lot of men have been laid off in this industry. Some of the principal 
causes have been the unfair competition from Government-supported transporta- 
tion agencies and totally unrealistic regulatory laws and depreciation policies. 
The contract trucker, the exempt trucker, and the “buy and sell” trucker is tak- 
ing over a greater percentage of the intercity tonnage each year, and policing 
agencies admit they are powerless to prevent it. These wandering parasites 
are affecting the common carrier trucking companies as well as the railroads. 
They select the cream of tonnage. They assess charges on expediency, usually 
from 10 to 25 percent below published tariff rates. This is possible because they 
are subject to no regulation of any kind, either as to safety regulations or the 
rate they charge. A typical example of this operation is to handle a truckload 
from Pittsburgh to St. Paul. A return trip is then lined up from Sioux City 
to Pittsburgh. A load out of St. Paul to Sioux City is scouted and a very 
low rate is quoted (usually about the cost of fuel consumed), because the truck 
has to make the trip anyway. This practice can only be corrected by legislation. 
Present laws and regulations are ineffective. The railroads and common car- 
rier trucking companies must be protected from such unfair competition. 

The other serious problem is depreciation. Today in the railroad industry 
regulations on road property and rolling stock are 5 percent or less, and usually 
the depreciation is being computed on original costs about one-half the replace- 
ment costs. Such unrealistic rates do not provide funds for replacement and 
expansion. I believe there is now a bill before the Congress providing for a 
depreciation of 15 years on rolling stock and 20 years on road property. I hope 
you gentlemen will support it. 

I have been discussing some of the more serious aspects of our unemploy- 
ment problem. We also have the problem of people outside Michigan con- 
stantly reading press releases about the “mess” in Michigan. Professor Haber 
pointed out in his report “What’s Ahead for Michigan?” that the constant polit- 
ical battle over taxes, over economic climate, over the role of labor unions in 
politics has contributed to a psychological attitude of fear and distrust of Mich- 
igan as a State in which to locate a plant and establish new jobs. 

This is our big problem as far as our unemployment situation is concerned— 
and it is one we must and can lick by ourselves. There is little the Federal 
Government can do to help us—and we don’t want to place Michigan in the 
position of relying on make-work programs to maintain employment. 

Michigan has tremendous potential. We have an unlimited water supply. 
We have a large and skilled labor force, top management ability and good trans- 
portation. We have all the ingredients for major industrial development and 
creation of new job opportunities. 

But we must put our house in order to realize the full potential of the future. 
And that is something which must be done right here in Michigan by Michigan 
people. We must show some real statesmanship at the wage bargaining table 
and in the field of taxes. We must remain competitive and this will require 
complete understanding by all our people. 


Senator McNamara. We are fortunate in having two members of 
our legislature here, Einar Erlandsen of Escanaba and Louis Mezzano 
of Wakefield. They are both very good personal friends of mine, and 
Iam happy to see them here today. Will you gentlemen come up here 
together? We will be glad to have your statements. 


STATEMENT OF HON. LEWIS MEZZANO, WAKEFIELD, MICH. 


Mr. Mezzano. I havea short statement. 

Senator McNamara. Will you submit a more elaborate statement at 
alater date for the record ? 

Mr. Mrzzano. Yes, I will. 


Senator McNamara. You may proceed to summarize in your own 
manner. 
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STATE LEGISLATION 


Mr. Mezzano. Thank you. In considering the unemployment prob- 
Jems of the Upper Peninsula the alarming fact is that in spite of the 
population decrease the level of unemployment has not decreased. 

ne of the important fields for future development in the Upper 
Peninsula is mining, as you have heard stated before. The Michigan 
Legislature, this year, recognizing the importance of the mining indus- 
try enacted legislation to encourage the expanded development of low- 
grade iron mining. One of the bills passed set up a specific tax on 
the production of iron ore rather than an ad valorem tax on the prop- 
erty. 

Another bill passed by the legislature gave the water resources com- 
mission authority to allocate sufficient quantities of water for the 
operation of the low grade iron ore beneficiation plants. 

A third bill gave the Conservation Department the authority to issue 
— permits for water transmission through State-owned 

ands. 

(This witness read verbatim the balance of his prepared statement, 
which follows, and then added to it the following J 

In considering the unemployment problems of the Upper Penin- 
sula the alarming fact is that in spite of the population decrease the 
level of unemployment has not decreased. 

One of the important fields for future development in the Upper 
Peninsula is mining. The Michigan Legislature, this year, recog- 
nizing the importance of the mining industry enacted legislation to 
encourage the expanded development of low grade iron mining. One 
of the bills passed set up a specific tax on the production of iron ore 
rather than an ad valorem tax on the property. 

Another bill passed by the legislature gave the Water Resources 
Commission authority to allocate sufficient quantities of water for the 
operation of the low-grade iron ore beneficiation plants. 

A third bill gave the conservation department the authority to is- 
sue right-of-way permits for water transmission through State-owned 
lands. 

These bills were the result of hearings held by a special interim 
legislative committee set up to study the low-grade iron ore problem. 
In addition, the Michigan Legislature has appropiated money to es- 
tablish and maintain an iron ore research center at the Michigan Col- 
lege of Mining and Technology at Houghton to assist the mining in- 
dustry in finding new methods and processes for extracting the iron 
from low-grade ores. 

I believe that Federal financial participation should supplement the 
efforts being made by the State of Michigan to further this important 
research. 

Another major field for potential development rests in forest prod- 
ucts. Every consideration should be given, not only to good forest 
management, but also to increased utilization of wood on the peninsula 
level to assure increased employment through value added by manu- 
facturer. 

The land acreage of the Upper Peninsula is 10,585 of which 86.8 
percent is forest. At the present time the forest growth exceeds the 
market demand, whereas a relatively few years ago, the life of the 
Upper Peninsula timber industry was regarded as limited. Now, 
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many are of the opinion that our forests are a major source of hope 
for our future economy. 

D. J. MacLaurin, chief of the Institute of Paper Chemistry’s pulp- 
ing and papermaking section, stated: “The changing national forest 
inventory balance strongly indicates that the rapidly expanding pulp 
and paper production must come increasingly from hardwood trees.” 
The Upper Peninsula, with its vast hardwood timber, is in a good posi- 
tion to profit from this trend. 

It is my opinion that the downward trend in employment can be 
reversed, in the future by the additional mineral and forest products 
development. 

‘And I would like to state, Mr. Chairman, that the 1959 legislature 
has again created a natural resources study committee for the Upper 
Peninsula. We will be holding meetings in probably a couple of 
weeks, and I was wondering if whatever information we had we could 
forward immediately to your committee. 

Senator McNamara. We would appreciate having it very much and 
make it a part of our record. Will you see that the recorder gets a 
copy of your statement so that she can check it with her notes? 

Mr. Mezzano. Yes, Mr. Chairman. 

These bills were the result of oat held by a special interim legis- 
lative committee set up to study the low-grade iron ore problem. In 
addition, the Michigan Legislature has appropriated money to estab- 
lish and maintain an iron ore research center at the Michigan College 
of Mining and Technology at Houghton to assist the mining industry 
in finding new methods and processes for extracting the iron from 
low grade ores. 

I believe that Federal financial participation should supplement 
the efforts being made by the State of Michigan to further this im- 
portant research. 

Another major field for potential development rests in forest prod- 
ucts. Every consideration should be given, not only to good forest 
management, but also to increased utilization of wood on the peninsula 
level to assure increased employment through value added by manu- 
facturer. 

The land acreage of the Upper Peninsula is 10,585, of which 86.8 

percent is forest. At the present time the forest growth exceeds the 
market demand whereas a relatively few years ago, the life of the 
Upper Peninsula timber industry was regarded as limited. Now many 
are of the opinion that our forests are a major source of hope for our 
future economy. 
_ D. J. MacLaurin, chief of the Institute of Paper Chemistry’s pulp- 
ing and papermaking section, stated, “The changing national forest 
inventory balance strongly indicates that the rapidly expanding pulp 
and paper production must come increasingly from hardwood trees.” 
rhe Upper Peninsula, with its vast hardwood timber, is in a good 
position to profit from this trend. 

It is my opinion that the downward trend in employmenut can be 
reversed, in the future, by the additional mineral and forest products 
development. 

Senator McNamara. Mr. State Representative Erlandsen, we ave 
glad to have you here, too. You have a prepared statement, I see. 
We will print it entirely in the record at this point and ask you to sum- 
marize it in your own manner. 
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STATEMENT OF STATE REPRESENTATIVE EINAR ERLANDSEN 


Mr. Ertanpsen. Thank you. I might say the prepared statement 
I have with me is not in shape to give to the stenographer this morn- 
ing, because I have made notes on its margin and changed things so 
I a like to have it retyped and submit it later on, send it to your 
office. 

Senator McNamara. We will be happy to have you do that, and you 
may proceed now to summarize it. 


NATURAL RESOURCES 


Mr. Ertanpsen. As I look at the unemployment situation in the 
Upper Peninsula, it seems to me that some of our natural resources 
are being depleted. We still have many resources left in the Upper 
Peninsula that can be restored, but I think there is something else that 
we should bear in mind, that there is a possibility of attracting new 
industries to the Upper Peninsula. There should be diversification of 
industry in a community so that when, for example, a mine shuts 
down the entire town isn’t thrown on the unemployment rolls. And 
as I view the situation, it seems to me we must have more electrical 
power at the cheapest rate possible, and I am fully cognizant of the 
fact that natural gas is about to enter the Upper Peninsula. 


NATURAL GAS AND ELECTRIC POWER 


However, natural gas alone will not solve the problem; it will do 


much to attract new industry. Electrical power is still needed in 
any industry that might locate here. This has been a drawback in the 
past and I believe it still is. We had an example of that at Nahma, 
in Delta County, where the Anderson Supply Co. moved in, pur- 
chased the ghost town of Nahma, and were unable to start the manu- 
facture of playground equipment because there was not suflicient 
electric power. 


TRANSPORTATION PROBLEM 


The other thing that appears is the transportation problem. With 
these two points in mind I’m going to refer you to the Au Train Canal 
report of 1936 (attached at back of transcript) in the hopes we might 
be able to find some way of starting a movement in the Upper Penin- 
sula of attracting new industry. A bill introduced in the 1959 Con- 
gress permitted construction of a ship canal between Lake Michigan 
and Lake Superior. The bill did not become law, and the preliminary 
report of the U.S. engineers’ office is submitted here with my testimony 
which I'll give to you later. Although no survey was made, the pre- 
liminary report was not a favorable one to this project, but many 
changes have taken place in the past 23 years. 

Now I’m going to close by saying that these are some of the things 
that I think we in the Upper Peninsula can look forward to as to ideas 
to attract new industry and not rely solely upon our natural resources 
because, as I said earlier, that when mining goes down or when the 
timber is depleted or a sawmill shuts down, if the entire community 18 
dependent on that, it throws the whole community into a state o 
unemployment, and I think if we can have diversification of industry 
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we will have a healthier Upper Peninsula, and I would like to submit 
this in polished form as soon as I get it typed up. 

Senator McNamara. We will appreciate your doing just that. We 
appreciate very much you two gentlemen from the House of Repre- 
sentatives being here, and you may be sure that your presentations 
will be given every consideration by the committee. I don’t have any 
particular questions. I think you have made your positions very 
clear, and we appreciate again your cooperation. Thank you. 

(The prepared statement of Mr. Erlandson follows :) 


PREPARED STATEMENT OF EINAR ERLANDSON 


The problem of unemployment in the Upper Peninsula is not all due to the lack 
of raw material. The peninsula does have many natural resources in addition 
to an abundance of fresh water. It can also boast of a conscientious labor 
force. 

The problem is the same as that confronting other areas of our Nation. All 
are seeking a diversification of industry in order to protect the community 
from mass layoff when industry finds it necessary to close down. 

In view of this situation it seems to me that we must have more electric 
power at the cheapest rate possible. I am fully cognizant of the fact that natural 
gas is about to enter the Upper Peninsula. However, natural gas alone will not 
solve the problem. It will do much to attract new industry. Electric power 
is still needed in any industry. This has been the drawback in the past and I 
believe it still is. 

Transportation costs and our distance from the large markets is another 
problem facing any prospective industry which might be attracted to the 
Upper Peninsula. 

With these two points in mind I am bringing out again the so-called Au- 
Train report of 1936. This project was first conceived I believe in 1898. On 
April 30, 1906, H.R. 18808 was introduced in the 59th Congress permitting 
the construction of a ship canal between Lake Michigan and Lake Superior. 
This bill, of course, did not become law. The preliminary report of the War 
Department U.S. Engineer Office, of February 19, 1936, is submitted with my 
p testimony. Though no survey was made the preliminary report was not favor- 
able to this project at that time. 

Many changes have taken place these past 23 years which would lend ifself to 
reconsideration of the Au-Train ship canal. For instance when larger ships 
are built they will not be able to pass through the locks at the Soo. Recently 
anew carrier was launched with a beam of 75 feet. This is the maximum width 
that can pass through the Soo locks. 

The canal, if constructed, connecting Lake Superior and Lake Michigan, 
would cut approximately 340 miles off the boat travel between Lake Superior 
and ports on Lake Michigan which, of course, includes Indiana and Illinois. 
It could also lengthen the shipping season from 30 to 60 days. 

At the time this canal project was first discussed, emphasis was placed on 
the national defense angle, in that it gives two outlets from Lake Superior and 
we would not be dependent solely on the locks at the Soo for connection between 
Lake Superior and Lake Michigan. This is still important as the Soo locks 
would become a bottleneck in case of any sabotage by enemies of this country, 
shutting off the majority of steel produced in this country that comes through 
the Soo locks from Lake Superior. 

This canal, if constructed, could run practically the entire distance through 
the national forest, as most of the land along the proposed route is part of 
the Hiawatha National Forest. This, of course, would be very favorable, both 
— financial standpoint and the standpoint of development of the national 
orest. 

Furthermore, the development of the canal would require considerable timber, 
steel, cement and other items produced in the State of Michigan. For instance, 
all timber could, no doubt, be taken from our forests, possibly a lot from the 
National Forest. Cement from Petoskey, Mich., could be used, of course, the 
use of a large amount of steel would naturally increase production in our mines. 
This in itself would employ a considerable number of men. 

W hat are the implications from the tourist angle if the canal is constructed? 
We would have approximately 35 miles of canal running through the National 
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Forest, along the banks of which could be developed one of the finest parks in the 
United States. A canal of this size would probably have to be about 300 feet wide. 
This would develop boating and yachting beyond our fondest expectations. As 
this canal would run across country, it would not be bothered with storms, and 
boats could be operated south from Munising to the locks or from Escanaba north 
to the locks. It would, no doubt, result in the establishment of small boat-build- 
ing facilities. We have, of course, heard of what has been done in the tourist 
business, which we know is of vital importance to the industrial maintenance 
of the Upper Peninsula. However, what has been done in the past would be 
negligible to what would develop with the construction of the proposed canal. 
It would develop the pleasure-boat business to Lake Superior. At the present 
time boats leaving Chicago and Milwaukee in order to get to Lake Superior 
have to come up through Lake Michigan ; thence east to the Straits of Mackinaw; 
across Lake Erie to the St. Marys River; thence west to the Soo Locks and into 
Lake Superior. From the time they turn west from the St. Marys River they are 
running parallel to the route they travel from Lake Michigan to the St. Marys 
River. This route is approximately 340 miles, whereby traveling through the 
canal the total distance would not be over 60 miles to arrive at a point in Lake 
Superior directly north of Au Train. With a canal constructed, as proposed, 
pleasure boats could leave Chicago or Milwaukee on Friday evening and be in 
Lake Superior early Saturday. Returning Sunday via the same route. This 
is impossible now due to the traveling necessary as indicated above. Isle Royal 
is a part of the National Park system and there is do doubt the tourist business 
to Isle Royal would increase immeasurably. 

Another important item which I think should be pointed out is the fact that 
this canal, if constructed, would be an all-American canal and locks. At the 
present time the locks at the Soo are a joint proposition between the Canadian 
and American Governments, which would not be the case if this canal was 
constructed. 

I have left the most important item, second to national defense, until the last 
and I believe it is one you will appreciate as much as I. That is the power that 
could be developed from this canal. I have always felt that the biggest draw- 
back to the development of the Upper Peninsula is our lack of fuel. An example 
of this is the case in my country when the Nahama Lumber Co. ceased operation 
at Nahama. The Anderson playground equipment company located there but 
was unable to develop because of the lack of electricity. We have plenty of 
natural resources, as follows: iron, copper, silica and dolomite being the most 
important. It is ridiculous to assume that any smelting of the iron ore can be 
done up here when we have to transport coal a distance of approximately 500 or 
600 miles in order to have the necessary fuel. Recent developments in the methal- 
lurgical field have leaned toward the use of electrical furnaces for the smelting 
of iron ore. We cannot expect to see any furnaces established in this section of 
the country unless some method of developing cheap power for the same is 
available. Being situated as we are, close to the lakes, the watershed of our 
rivers is so short that very little power can be developed on them as the volume 
of water is insufficient over the short areas that they traverse to furnish an 
adequate supply. There is a drop of approximately 37 feet between Lake Superior 
and Lake Michigan and the possible volume obtainable with the development 
of this canal, cheap power could be offered in abundance for industrial activity 
in this district. 

From what information I have, a bed of dolomite runs east from Schoolcraft 
County to Drummond Island. This contains duralanium or dow metal, which is 
a very desirable metal for manufacturing as the same being lighter than alum- 
inum and having the tensile strength of steel. However, this cannot be developed 
unless cheap power is available for reduction to the metallic form. 

There are millions of yards of good silica sand in Alger County that could 
be developed and manufactured into glass if power is made available at a low 
rate. Located as we are, several hundred miles from the source of fuel, we 
cannot expect to compete with the industrial districts that are adjacent to the 
coal fields. This item alone had very good possibilities at one time, especially 
since the use of glass brick came into its own. I was told that attempts were 
made to form companies for the development of this silica sand, but the fuel 
situation was primarily responsible for the nondevelopment. In the construction 
of the canal, it would be a simple matter to make necessary provisions for the 
operations of large turbines that could provide ample power at sufficiently low 
rates to attract industrial activity. 
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The Government has spent hundreds of millions in other places for the de- 
velopment of electrical power and the cost of the canal and power development 
would be less than either one of the projects I have in mind, and in addition to 
furnishing the shipper better transportation; more adequate defense; more rec- 
reational facilities, the combined canal and powerplant could and may be the 
commencement of the industrial activity so badly needed in the Upper Peninsula 
of Michigan. 

Senator McNamara. I would like the record to reflect the fact that 
we have Professor Georgovich with his political science class here 
from Northern Michigan College this morning to observe this hear- 
ing. We are certainly glad you are here, and we appreciate your 
interest in the proceedings this morning and assure you that you are 
welcome. I just want the record to show that you are here. 


STATEMENT OF HUGH LEACH, MANAGER, MICHIGAN MINES, 
ISHPEMING, MICH. 


Our next witness is Mr. Hugh Leach, manager of Michigan Mines, 
Cleveland-Cliffs Iron Co., Ishpeming. We’re very happy to have 
you here, sir. I see you have a prepared statement. We hope it has 
been submitted for the record. 

Mr. Leacn. It has. 

Senator McNamara. Now you may proceed, sir, in your own manner. 
Your statement will be printed in its entirety in the record. 

Mr. Leacu. Thank you. I won’t dwell on much discussion of the 
national unemployment problem, since I think that’s really a field for 
an expert, and I make no claim to being one, so I would like to confine 
my remarks mostly to the unemployment problems in the iron-mining 


district of Lake Superior, of which the Marquette Range is a part. 


LAKE SUPERIOR TRON-MINING DISTRICT 


A little history on the matter: Since iron ore was discovered in this 
district over 100 years ago, the demand for it has been almost directly 
dependent on the steel industry because there is no other market for 
iron ore. Fluctuations in the demand for steel, of course, are de- 
pendent on the national economy, so iron mining rises and falls with 
the national economy and with the basic steel industry. We find that 
our unemployment problems rise and fall, of course, with these 
changes, and in more recent years we have run into a new situation— 
the changes in the quality demands of the blast furnaces, which has 
also had an effect on local unemployment. 

For 50 years preceding about 1950 there was no competition of any 
substantial nature with the Lake Superior district ores. Other ore 
deposits were known, both domestic and foreign, but there was no 
demand for them; they couldn’t compete costwise with the choice ores 
from this district and those deposits were not developed. However, 
in the late forties and early fifties the steel industry required expan- 
sion. They also were faced with rising costs. They looked to new 
deposits of higher grade ores to get a twofold benefit, an increase in 
the productive capacity of our existing furnaces, and a reduction in 
our hot-metal costs. They found two sources for high-quality ores. 
The high-grade foreign deposits—and I believe I should mention 
here that the reason we speak of high-grade foreign deposits is they 
are being developed primarily because there are near no high-grade 

47557—60—pt. 3-6 





858 UNEMPLOYMENT PROBLEMS 


domestic deposits; that should be kept in mind. The other source is 
agglomerated concentrates from both foreign and domestic low-grade 
ores commonly known as taconites, which are also high grade. ‘These 
foreign sources and domestic low-grade deposits were developed at 
tremendous cost, but of undeniable benefit to the steel industry. It 
hasn’t benefited our iron-ore industry because we have suffered with 
the competition of these high-grade ores—62 to 68 percent iron as 
compared with our medium-quality ores produced generally through- 
out this district ranging from 52 to 54 percent iron. At a competitive 
disadvantage, then, from a quality standpoint, some of our low-grade 
operations have been closed and others have been reduced in scope, and 
it has resulted in some unemployment in this district. 

Coupled with the problem of producing a quality product is that 
of producing it at a cost which is competitive. The high grade for- 
eign ore deposits in general are produced from open pit mines. They 
have the decided advantage of mechanization and an additional ad- 
vantage in almost every instance of low cost labor. As a consequence 
they have no difficulty meeting the cost competition from domestically 
produced ores and can undersell us in almost any market in this country 
now. In an attempt to meet this problem of cost, the industry has 
turned to an increased use of new methods and equipment. They 
have gone in underground mining from top slicing and sublevel caving 
to block caving, a system which is more economical, primarily because 
we can gain a cost reduction through reduced manpower requirements 
and greater production per unit of power, per unit of equipment 
used, per capital dollar invested. We have similarly developed highly 
mechanized low grade open pit operations to replace underground 
operations that have become completely uneconomical, and that also 
has accounted for lower manpower requirements per ton of the 
product in this district. This trend of automation should not be viewed 
entirely as a causative factor in the unemployment as I firmly believe 
it is the only preventive to even greater unemployment on the local 
level. In other words, with automation many properties will continue 
to operate that could not continue to otherwise. I would like to give 
you a good example of this where in a mine near Ishpeming hoisting 
of ore was formerly accomplished through two separate mine shatts, 
and then a single hoisting plant was installed, and as a result employ- 
ment of hoisting crews at that property was reduced. On the other 
hand, without such an installation this particular mine could not have 
operated on a competitive basis and would have closed. 

There has been much talk of automation in recent years but I submit 
there is nothing new or unusual about it. It is used to improve effi- 
ciency, lower cost, and increase output. The driving force is com- 
petition and we must meet it in order to survive. 


TAXATION 


I have pointed out that we are trying to meet the competitive chal- 
lenge by introducing new methods and equipment to keep operating 
competitively. We do need greater understanding among the outside 
forces which can influence our ability to compete. In this last respect 
I refer to the attitude of local, State and Federal Governments in the 
area of taxation, depletion and depreciation, and to organized labor, 
whose attitude can have far-reaching effects on the cost of production. 
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In the area of understanding by government and organized labor, it is 
our feeling that help and understanding have not been forthcoming to 
the extent it could be. We think there are some local tax situations 
and spending policies that exist, both in Michigan and particularly in 
Minnesota, that do not encourage mining companies to expand and 
provide employment. Excessive spending programs by both State 
and National Governments with resultant increasingly high tax de- 
mands, have added unduly to costs and drained off profits that could 
otherwise be used to develop and expand the industry. Labor cannot 
be in a position of recognizing these forces and their effect on industry 
or any portion of it, to the extent of greater understanding in its 
attitude toward wage rates, fringe benefits, restrictive practices, and 
other matters which have a direct bearing on cost of production. 

I would like to mention again that we are faced with not just quality 
competition but cost competition, and we are competing with low cost 
labor in other countries, and we do have a real problem in that regard. 

In the long-range viewpoint, I believe the answer to unemployment 
generally lies in the expansion of business and industry to the extent 
that job opportunities can be provided for our increasing population. 
Automation, while perhaps posing certain problems in the way of 
short-range unemployment, is one of the most promising answers to 
the long-range task of providing increased numbers of jobs. It is 
improved equipment and more efficient applications which provide 
industry with the means to hold costs down, increase productivity 
and thus provide goods, services, and jobs that will carry our national 
economy to higher levels. I believe the Government’s role in this 
should be to present to the greatest extent possible an attitude of 
encouragement. Harassment of industry should cease. Given the 
proper climate, I am certain that this Nation’s industries can continue 
to provide jobs for all. 

hat’s my statement, sir. 

Senator McNamara. Thank you very much, sir. I have a couple 
of questions. What percentage of your total cost is labor cost in 
your industry ? 

Mr. Leacu. Our labor cost in underground mining exceeds 60 per- 
cent now. 

Senator McNamara. You mentioned depreciation allowances in 
your industry. I know it doesn’t compare with depreciation in the oil 
industry of 2714 percent. What allowance do you receive? 

Mr. Leacu. Fifteen percent. 

Senator McNamara. You say that the State tax situation is such 
that it’s a burden and should be given consideration. You indicate 
this is particularly true in the neighboring State of Minnesota. I 
didn’t think there was any situation from reading the national press 
that was any worse than Michigan but apparently in your industry 
you do find that there is at least one of them. I thought that was kind 
of an interesting statement. 

Mr. Leacu. When you get to Minnesota I’m sure you’re going to 
hear a lot more about State and local tax setups there, and I don’t 
think I should dwell further on Minnesota’s problem, but I would like 
to say, in response to that, that there is a tendency on the part of State 
governments to assess minerals when they do assess them in the 
ground, at a higher rate than other property. This is less true, I 
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state, thankfully, in Michigan than it is in Minnesota. Nevertheless 
there is that tendency. Maybe it’s because there is a feeling the ore 
is in the ground, it can’t be removed, the only place you can mine a 
mineral is where the mineral is. However, it does have the effect 
finally of forcing industry to take another look around for another 
mineral deposit and if one can be found that provides other oppor- 
tunities and advantages, the industry moves entirely. 

Senator McN.mara. When you make reference to other minerals or 
other resources that are not taxed to the extent that iron ore is taxed 
in the ground, what do you have in mind ? 

Mr. Leacu. I meant really other private property and business 
property. 

Senator McNamara. Not the problem then so far as natural re- 
sources are concerned ? 

Mr. Leacu. No. 

Senator McNamara. There is some logic in treating natural re- 
sources differently than other types of private property ? 

Mr. Leacu. Well, I don’t know. I know that there has been a 
theory advanced that since we mine an ore only once, we should tax 
it completely at that time, the extractive industry should carry a 
higher burden of taxation. I don’t really feel that there is any rea- 
son that this should be the case. I don’t think that an extractive in- 
dustry such as ours should be penalized for extracting the minerals. 
We’re doing it, after all, in response to a demand from the steel in- 
dustry which is producing steel in response to a demand from the pub- 
lic for their product. We are merely supplying that demand and 
doing the best we can with what we have in the ground to mine to 
keep the supply coming. 

enator McNamara. In Washington, my colleague, Senator Phil 
Hart, and I have been working to bring natural gas to the Upper 
Peninsula. We felt this new source of power would be tremendously 
helpful in the economic growth of the area, About 2 weeks ago the 
Federal Power Commission granted approval in bringing natural gas 
to the Upper Peninsula. However, since the supply of the gas must 
be economically feasible, I understand it is necessary for the gas com- 
pany to secure some industrial accounts. Since the Cleveland-Clitis 
is about the largest: industry in the area, can you tell us what the 
prospects are of your company utilizing this proposed natural gas 
supply ? 

NATURAL GAS 


Mr. Leacu. At present I might say that we have studied this mat- 
ter of natural gas very thoroughly for a number of years since talk of 
bringing gas into the district began, and we have examined it from 
all angles and primarily, of course, from the standpoint of what it 
will do for our low grade beneficiating and agglomerating processes. 
In other words, we are not concerned with it for heating our buildings 
or factories. That’s a relatively minor use, and when we first went 
into this gas question, at least as the price was quoted then, it would 
have been highly desirable from a cost standpoint—for 1 million 
B.t.u.’s, let’s say, it was considerably cheaper than competitive oils. 
Very regrettably, we.find now that the cost of gas has risen to the 
point where the gas and crude oil and the number 6 oil are pricewise 
per million B.tu.’s again about ona par. 


mine 


emp] 
fe 
Mi 
of ne 


than 
sider 
there 

Mi 
Swer 
lieve 

Se 
is ve 
give) 
you, 





UNEMPLOYMENT PROBLEMS 861 


Senator McNamara. So it wouldn’t pay you to convert? 

Mr. Leacu. There isn’t any particular reason from the price stand- 
point then for us to use gas. However, there are other possible advan- 
tages—lower sulfur, let’s say, cleaner burning, easier regulation—all 
of those things may yet determine the use of gas here, and we are 
studying it very carefully. 

Senator McNamara. You haven’t come to any conclusions in this 
area ¢ 

Mr. Leacu. Not at this time. 

Senator McNamara. We were hopeful that some large accounts 
would be opened up to encourage the rapid supplying of gas to this 
area. It would be of great economic benefit, an I thought it was in- 
teresting for the record to get a reaction. Do you have a great deal 
of unemployment in your industry now? 

Mr. Leacn. We employed in 1957, let’s say, approximately 2,700 
miners. This is exclusive of salaried employees. We are presently 
employing in the neighborhood of 1,800. 

Senator McNamara. Considerable reduction ? 

Mr. Leacu. There has been, yes, due, as I say, to the competition 
of not only foreign high grade but domestically produced agglom- 
erates, high grade also. 

Senator McNamara. What percentage of iron ore used in the 
United States comes from abroad ? 

Mr. Leacu. The statistics, I might say, are at this point almost im- 
possible to ascertain. Last year I would say, roughly, 30 percent. 

Senator McNamara. Thirty percent from offshore ? 

Mr. Leacu. That’s somewhat of a guess. 

Senator McNamara. You don’t have any definite figures on it. I 
suppose we can get them from the Department of Commerce easier 
than from you so we will check into another issue. We know that con- 
siderable of this iron ore comes from Canada and South America. Is 
there some from Europe? 

Mr. Leacu. No; almost none now. We used to import ores from 
Sweden, but they have suffered the same competitive situation, I be- 
lieve, Senator. They can’t meet the cost any more. 

Senator McNamara. Thank you, sir, very much. Your testimony 
is very helpful to this committee and you may be sure it will be 
given every consideration; your recommendations as well. Thank 
vou, Sir. 

(The prepared statement of Mr. Leach follows :) 


PREPARED STATEMENT OF HucH LEACH 


For many years unemployment has been a much discussed subject on both 
local and national levels. In local instances, severe unemployment causes gen- 
erally can be readily ascertained. Nationally, the problem becomes more com- 
plex and no doubt many theories, some politically inspired, can and have been 
developed to explain its cause. I am no expert in this field, and consequently 
prefer to confine my remarks mainly to the local unemployment situation in the 
iron mining industry of the Lake Superior district, of which the Marquette Range 
of Michigan is a part. 

Since the advent of iron mining in this district over 100 years ago, iron ore 
production has been directly dependent upon demands of the steel industry. 
There is practically no other market for iron ore. Fluctuations in the demand 
for steel are cyclical and depend upon the national economy. Consequently, 
fluctuations in the demand for iron ore occur at the same time. Changes in 
quality requirements for iron ore also affect demand. For this reason, unemploy- 
ment in iron mining districts is not necessarily subject to local causes. 
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For over 50 years preceding 1950, the Lake Superior iron mining district pro- 
duced around 85 percent of this Nation’s iron ore requiements. Within the 
district, competition existed between companies selling ores on the market, but 
there was virtually no competition from other ores. Other deposits were known. 
both domestic and foreign, but there was no demand for additional or better ores, 
and none were developed. 

In the late forties and early fifties the situation changed. The demand for 
steel increased, but steel mill operating costs were also rising rapidly. Because 
of these trends, the steel industry began investigating the use of higher quality 
ores to gain a twofold benefit; an increase in productive capacity of existing 
blast furnaces, and a reduction in hot metal costs. Two sources of high quality 
ores were found, the high-grade foreign deposits and the agglomerated concen- 
trates from both domestic and foreign low-grade ores, now commonly known in 
the trade as taconites. Many of the high-grade foreign ore deposits were de. 
veloped and the ores delivered to U.S. plants. Domestic low-grade deposits 
were developed. All this was at tremendous cost but of undeniable benefit to the 
steel industry. An obvious consequence of this trend to higher quality blast 
furnace feed has been a reduction in demand for the comparatively medium grade 
direct shipping and beneficiated ores of the Lake Superior district. At a competi- 
tive disadvantage from a quality standpoint, production of some mines has been 
reduced and other marginal operations have been forced to close. This has re- 
sulted in some unemployment throughout the district and on the Marquette 
Range the effect of this situation has been quite apparent. 

The above brief explanation has been given to support the original premise 
that iron ore production is closely related to steel industry demand as to quality 
and quantity, and thus local unemployment in the iron mining industry is not 
necessarily related strictly to local situations. 

Much has been said in recent years about tariffs, import quotas, or similar 
means of protecting our domestic iron ore mining industry. That would require 
much further study and that study, perhaps, is not a function of this committee, 
but of this fact there can be no question—the advent in the market of higher 
quality ores will have an effect on production of lower quality operations. It 
has happened in other industries, such as metal mining, oil, coal, textiles, and 
it is now happening in the iron ore industry. The real, lasting solution is for 
our mining industry to become competitive through improving its product. Un- 
til means are found for accomplishing this, there is and will continue to be some 
unemployment from this cause. 

Coupled with the problem of producing a quality product, of course, is that of 
producing it at a cost which is competitive. Basically it is the cost of an iron 
unit processed through the blast furnace into pig iron that determines where a 
steelmaker will buy his ore. In an attempt to meet this problem of cost, the 
industry has turned to increased use of improved methods and equipment. For 
example, in underground mining former methods such as top slicing and sub- 
level caving, which were in common use 10, 15, and 20 years ago, have now been 
abandoned where possible in favor of block caving, a system which is more 
economical, particularly in the amount of labor required per unit of production. 
Similarly the development of highly mechanized low grade open pit operations 
to replace underground operations has accounted for lower manpower require 
ments per ton of product. 

This trend toward automation should not be viewed entirely as a causative 
factor in unemployment, since I firmly believe it is the only preventative to 
even greater unemployment on the local level. In other words, with automation 
to the extent of improved methods and equipment, many properties will continue 
to be operated which would otherwise not be competitive in the present market 
A good example of this is found at a mine near Ishpeming, where hoisting of 
ore was formerly accomplished through two separate mine shafts. In the interest 
of greater efficiency a single, modern automatic hoisting plant was installed. As 
a result of this change, incorporating the use of modern methods and equipment. 
employment of hoisting crews at that property was reduced. On the other 
hand, without such an installation, it is quite likely this particular mine could 
not have operated on a competitive basis and would have been closed before its 
time. 

There has been much talk of automation in recent years but I submit ther? 
is nothing new or unusual about it. It is simply a new word for the ages old 
effort by man to apply new methods and machines to his work in order to im- 
prove efficiency, lower cost, and increase output. The driving force is competi- 
tion—meet it or perish. In the mining industry, we have gone from the hand 
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shovel and wheelbarrow stage to the most modern mining machines available, 
for one excellent reason—our mines could not have survived otherwise. 

In summary then, the problem facing the iron ore industry in the Lake 
Superior district stems from the increased demand of our steel industry for 
high quality blast furnace feed. This has multiplied the competitive pressures 
within the industry from all sources, including both foreign high grade ores 
and high grade agglomerates produced by concentrating facilities mainly within 
this district. The result has been moderate, and I hope temporary, local unem- 
ployment problems. The industry is seeking to meet this competitive challenge 
by introducing improved methods and equipment, by developing properties which 
can be operated competitively and abandoning those which are marginal and by 
seeking greater understanding among those outside forces which can influence 
its ability to compete. In this last respect I refer to the attitude of local, State, 
and Federal governments in the area of taxation, depletion, and depreciation, 
and to organized labor, whose attitude can have far-reaching effects on the cost 
of production. Primarily the problem is one for industry to solve itself, and 
certainly much thought, effort and capital is being expended toward finding 
the answers. However, in this latter area of understanding by the Government 
and organized labor, industry is actively seeking help. It is the feeling this 
help and understanding has not been forthcoming to the extent it could be. 
There are certain areas where local tax situations and spending policies exist 
which do not encourage mining companies to expand and provide employment. 
Excessive spending programs by both State and National Governments with 
resultant increasingly high tax demands, have added unduly to costs and drained- 
off profits that could otherwise be used to develop and expand the industry. An 
unrealistic attitude toward depreciation prevents the industry from recouping 
its capital expenditures in sufficient amount for replacement of worn out or 
obsolete equipment. 

On the part of organized labor there is an attitude, expressed to some degree, 
that the forces of competition are not their concern, and labor cannot be in a 
position of recognizing these forces and their effects on industry or any portion 
of it, to the extent of greater understanding in its attitude toward wage rates, 
fringe benefits, restrictive practices, and other matters which have a direct 
bearing on cost of production. Spending, taxation, labor problems—these are 
all large subjects which have commanded the attention of committees similar to 
this one and undoubtedly require further study. They need not be expanded 
further in this presentation but I must say again that they undeniably add sub- 
stantially to the cost of producing ore, adversely affect our competitive situation, 
and consequently have a bearing on the employment which this committee is 
investigating. 

GENERAL REMARKS 


My remarks to this point have been confined to conditions within our own 
industry. These are matters on which I feel best qualified to speak; however, 
on the subject of unemployment in general, there are a few matters on which 
I would like to comment. Our experience with unemployment in the areas in 
which we operate, largely single industry communities, has convinced us that 
the unemployment compensation laws which were originally designed to alleviate 
human suffering caused by temporary unemployment, have a tendency in their 
present form to prevent the eventual solution of the long-range problem of un- 
employment. Compensation levels today are high enough that the individual who 
is unemployed is not encouraged to seek other employment—at leasi not to 
the extent of leaving the community in which he lives or accepting work in that 
community which is perhaps not. to his liking. 

In fact, provisions in the law permit the person unemployed to refuse work 
which does not qualify as suitable under those laws. In single industry areas, 
such as ours, where that particular industry has a wage level considerably above 
the rest of the community, suitable employment is not readily available. The 
unemployed individual has a tendency to wait out the situation to see if things 
might improve in the future. If the unemployment is of a seasonal or short-term 
hature, this tendency is not bad. On the other hand, where unemployment is 
of a long-term nature, it tends to interfere with the relocation of labor into areas 
where employment opportunities are available. In this regard it is our feeling 
that one of the answers to the unemployment problem is not to provide benefit 
levels which are beyond the amount necessary to encourage the individual to 
seek other work. The service which could be improved upon by greater coopera- 
on between Federal and State agencies, is that of disseminating knowledge 
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on employment opportunities in other geographic areas and in effect operate as 
a job placement service, and lending encouragement to unemployed persons in 
moving to areas where job opportunities are available. 

In the long-range viewpoint, I believe the answer to unemployment and its 
problems lies in the expansion of business and industry to the extent that job 
opportunities can be provided for our increasing population. Automation, while 
perhaps posing certain problems in the way of short-range unemployment, is 
one of the most promising answers to the long-range task of providing an in- 
creased number of jobs. 

It is improved equipment and more efficient applications which provides in- 
dustry with the means to hold costs down, increase productivity and thus pro- 
vide goods, services, and jobs that will carry our national economy to higher 
levels. Our Federal and State Governments must be concerned with short-range 
unemployment, of course; however, in attempting to cope with its problems they 
should make certain they are not interfering with the forces in our economy that 
will provide a long-range solution. The Government’s role in this should be to 
present to the greatest extent possible an attitude of encouragement. Such 
things as fiscal policies, regulations, controls, labor laws, should be reexamined 
in the light of their restrictive effect on industrial expansion. Harassment of 
industry should cease. Given the proper climate, I am certain that this Nation's 
industries can continue to provide jobs for all. I am equally certain that the 
Government efforts on make-work projects have been and will be of little avail 
in this field. 

I should mention another resource of the Upper Peninsula which has an im- 
portant place in our local economy—our timber. This area has vast timberlands 
that provide the only hope other than mining of attracting major industry. ‘The 
Federal Government is attempting to acquire large tracts through condemnation 
if necessary that can be set aside for recreation purposes. 

This program, if it adversely affects timber resources available to industry, 
certainly will not improve possibilities for future employment. I believe we 
should have adequate parks and recreation facilities but feel a cautious and 
well-studied approach is required. 

In concluding, may I say this: The Cleveland Cliffs Iron Co. and its predecessor 
companies have operated iron ore mines on the Marquette Range since 1850. We 
have survived depressions, previous competitive situations and have done our 
best to maintain a high level of production and employment in our Lake Superior 
district mines. We have a high regard for our employees, our fellow business- 
men, and our communities. We do not want to leave them behind as we seek the 
answers to our competitive problems. Therefore, we have and will continue to 
endeavor through all the means at our command to keep our mines operating and 
it is our hope that through our research efforts, plus the cooperation of the Gov- 
ernment and labor that means will be found for doing this. Assistance in this 
regard from this committee through its deliberations and recommendations will 
be deeply appreciated. 


Senator McNamara. Next we have Mr. Martin Duffy, Public Serv- 
ices Division, Northern Michigan College. Mr. Duffy, we are 
very happy to see you here this morning, and I take it you do not 
have a prepared statement, you come up emptyhanded. 

Mr. Durry. You take it very right, and in view of the delegation 
from the college here, I should say something about being unprepared. 
This is something we’re telling them constantly, that they should be 
prepared. Had I either the time or the staff, I would have had a 
prepared statement here, but inasmuch as I am my own staff and in 
the short time, I will have to just use these notes. 

Senator McNamara. All right, sir, we will keep our record open for 
some weeks and we will be glad to have you submit for the record 
any statement that you and your staff might have time to prepare, s0 
go ahead in your own manner. 
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STATEMENT OF MARTIN DUFFY, PUBLIC SERVICES DIVISION, 
NORTHERN MICHIGAN COLLEGE 


Mr. Durry. Thank you very much. As you indicated in your let- 
ter, the problem that you are facing is of national concern and na- 
tional interest and you are hopeful of being able to present material 
to the Senate so that if they see fit, they can enact reasonable legisla- 
tion. Now, most of the presentation here has been of a local nature, 
and inasmuch as I do not have, for instance, the background material 
that Mr. Gasvoda had to work from, I would like to talk something 
about the economic factors generally facing us. 

Senator McNamara. That would be very helpful. 


ECONOMIC EFFECT OF LEGISLATION 


Mr. Durry. First is something that we have read very much about 
in the newspapers and something that influences you greatly in your 
formulation of legislation, and that is the economic effect that your 
legislation will have on our economy. Right now you are faced with 
the problem of inflation and you’ve read very much about this in the 
newspapers. I had an opportunity to take a look at the inflationary 
problem facing us, and I realize, as I am certain you do, that this is 
of very grave concern to us, but as I studied figures rather than head- 
lines, I discovered that from 1910 to 1959 we had gone through a price 
increase of 1.8 percent on our consumer price index on the average. 
There were fluctuations, and when I checked our figures for 1958, I 
found that I came up with 1.6 percent or less than average, and I can’t 


get the present figure but if 125 is the new i index, then this will 


give us about 1.5 in the year 1959. I should like to suggest that there 
is a difference between price increases such as I have indicated here 
and the type of inflation where you pack up your paycheck in a suit- 
case, and that any legislation that 1s going to be passed should be 
passed with that fact in mind. We seem to picture Red China or 
Germany every time the word inflation is mentioned and, as I say, 
this certainly is of great concern to us, but I would like to get the 
degree of inflation inserted in the record, and perhaps if we were to 
really be concerned about this and look at it realistically, it would 
be that inflation is a very vital problem to us at full employment. It 
is at this point that we can expect prices to go shooting skyward, but 
at less than full employment, as we have been operating for some time 
now, it becomes less of a problem. 

Another point that has been brought out here is the fact of auto- 
mation, and some of the problems facing us. We attempt at Northern 
Michigan College to tell our children in the high schools that this is 
avery real problem to them in the future and they are going to require 
greater skills if they are gong to earn a living. In the area of eco- 
nomics we blithely throw terms such as long-run, short-run around, 
and they don’t mean too much in an academic sense but to the worker 
it is very difficult to define a short term effect of automation. This 
is a very real problem especially if the fellow is 40 or 45 years of age, 
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and if short run to the economics is 6 moniths, this is 
not short run to the laborer. The real problem, as I see it, 1s going to 
be the cost of this automation and the people who lose their jobs 
because of it. If the worker cannot find a new job, this cost is going 
to be borne by the community; we will pay for this in higher taxes, 
The worker will go on relief, and in the area of juvenile delinquency, 
and so forth, if this drops him into a lower income group as it would 
if he had no work. then we would expect an increase in our police 
force and again an increase in our taxes. I am sure you are familiar 
with this theory. 

The third point I would like to make is our concern over unemploy- 
ment. I gather this hearing is a concern over unemployment per se. 
We are concerned with unemployment and that is all. You have indi- 
cated—by you I mean the Government has indicated recently that they 
are concerned wth national unemployment. The steel mills went on 
strike and this resulted in a detrimental economic position in our 
country, and I think it was unfortunate, without attempting to set 
any blame, This, we said, was bad and we took action over it, and 
if I might drop back locally again, in September of 1959 the iron ore 
people here were on strike and yet in September of 1958 twice as 
many people were out of work as there were in 1959. 

If this is such a problem in 1959 and it was twice as bad in 1958 
without any strike, I would suggest that this was a problem in 1958 
also, and if we saw fit to take action in 1959, it would seem reasonable 
that we would do the same in 1958. Then is this a local problem, or 
is it a national problem? I think we in Michigan realize that the 
automobile industry does not sell its automobiles only in Michigan, 
When the automobile industry is down as it was, the steel industry 
is down, when the steel industry is down, the iron ore industry is 
down, and we have unemployment. Economics does not stay within 
the boundaries of the State, and I am of the opinion that it would be 
a national problem. The solution is a very simple one, as other people 
have said up here, and that is that all we need is full employment. 
We have no problem with our iron ore under full employment, no 
problem with automobiles, no problem with taxes, so this is the solu- 
tion, a very simple one. You will be able to take care of that, I 
imagine, in a couple more months. 

Senator McNamara. Thank you. 

Mr. Durry. Well, I would like to close by saying that I feel that 
inasmuch as this is a national problem that something can be done at 
a national level. Thank you. 


INFLATION 


Senator McNamara. You’ve talked quite a bit about inflation. The 
generally accepted definition of an inflationary period is one where 
we have had too much money chasing too few goods. Do you have 
another definition for this kind of inflation we’re talking about now, 
or do we assume you accept this as the definition of an inflationary 
period ? 

Mr. Durry. I feel rather badly about this definition you gave be- 
cause in economics this was one we could throw out to the layman and 
he could understand it and it worked real good, and then we discovered 
that it didn’t work because we didn’t have too much money or too few 
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coods. We had too many goods inasmuch as they couldn’t be pur- 
chased; there was not enough money in circulation to purchase the 
goods. It would appear to be just the opposite of this so I would 
suggest that we must take on too much money chasing too few goods 
under conditions of full employment before we can say we are in an 
inflationary period. This would be inflation. 

Senator McNamara. Since we don’t have full employment we 
wouldn’t have inflation by your definition, then what are we talking 
about? I mean I’m the layman that you are simplifying this thing 
for. 

Mr. Durry. I know a little about you and I suspect you're the fel- 
low that comes in and says, “I’ve never been to college—” 

Senator McNamara. I haven’t said that yet but it’s a fact. 

Mr. Durry. I think we can safely say we are in a period of rising 
prices. Now, as to the reason for the rising in prices, this is much 
more difficult. The structural part of our economy that you’re in- 
terested in, Senator Douglas has done a great deal of work with, and I 
am sure there is bountiful material there. I cannot give you, for in- 
stance, such as Gardiner Means, the breakdown within our control of 
the economy that may reflect the higher prices. I don’t have those 
figures, I’m sorry, but it is obvious our economy is not responding to 
price, the supply and demand, the old theory. 

Senator McNamara. There is still a great deal of the theory that the 
price is what the market will bear rather than any sound percentage of 
cost or relation to cost ? 

Mr. Durry. Yes, it hasn’t fluctuated according to price. 

Senator McNamara. Have you studied the overall income loss to the 
Nation by having 3 or 4 million people unemployed year after year? 

Mr. Durry. No, I haven’t studied it in the dollar sense. I do know 

that in 1958 our gross national, which is in a sense how much money 
was spent, our gross national product did not exceed, as a matter of 
fact was slightly below, the gross national product of 1957. This 
would indicate that we did not progress at all, and according to the 
conservative economists, we must progress at least 214 percent to 
maintain a level, and the figures I’m quoting do not take into account 
the adjustment for price increases. Actually you would say there is a 
decline. 
_ Senator McNamara. Well, then, it is hard to, as you say, measure 
it in dollars, but I think it’s pretty generally agreed that it does run 
into a loss of billions of dollars to our economy. Do you agree that 
this loss generally is never picked up? 

Mr. Durry. Yes, I think it is agreed that a depression is something, 
for instance, that is lost forever. Economists don’t seem to agree on 
whether the gross national product should be increased 214 percent or 
4 percent or 5 percent. We have all kinds of figures from economists 
before this committee but we are certainly not progressing anywhere 
near the rate of our real competitor in the world, Russia. They are in- 
creasing their gross national product at a much higher rate but they 
started from a much lower level than we did, but it is something we are 
ul concerned with and must give more attention to. I am sure. 

Senator McNamara. Thanks very much, your expert testimony has 
been very helpful to us and we appreciate your being here, Mr. Duffy. 
Thank you. , 
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Senator McNamara. Next we have Mr. Ivan Brown, United Auto 
Workers. If you have a prepared statement, we would like it for the 
record at this point. We will ask you to summarize it in your own 
manner. 

Mr. Brown. Mr. Chairman, I have a prepared statement, in fact, 
I havea prepared summary. 

Senator McNamara. Thank you very much. 


STATEMENT OF IVAN BROWN, UNITED AUTO WORKERS 
UNEMPLOYMENT IN THE UPPER PENINSULA 


Mr. Brown. I would like to say that in regard to unemployment in 
the Upper Peninsula that you will find that while it has followed a na- 
tional trend in unemployment in its ups and downs, the fact is that 
over the past 9 years average unemployment in the Upper Peninsula 
has been 6 percent, which indicates a very chronic and serious situa- 
tion. Rising and falling with the situation nationwide, it was at its 
lowest point in 1951, and even then it averaged 5.3 percent. The high- 
est was in 1958 when the figure was 12.3 percent unemployed, the peak 
being reached in April 1958 when it exceeded 17 percent unemployed. 

This unemployment, chronic unemployment, has gone hand in hand 
with a population decline in the Upper Peninsula of 7 percent in the 
last 2 census figures, while the State as a whole was increasing by 
21 percent. Obviously, I believe that what affects the Nation’s econ- 
omy also affects such areas as the Upper Peninsula of Michigan. It 
would, therefore, follow that this condition can only be corrected by 
implementation of Federal policies with special consideration given 
to areas with abnormally high unemployment. 

Unemployment has become an increasing problem for younger 
people and people of the Negro race. Thirty-six percent of all the 
unemployed are in the 20 and younger age group. This is a group of 
great economic potential if only considered in the light of consumers, 
causing a loss to the economy of many millions of dollars which we 
cannot afford. 

As we get further into the atomic and electronic age, more and more 
people with skills and special training will be needed. 

Probably one of the very important factors, and one I believe that 
will continue to plague us if we fail to grasp its meaning is that of 
automation. Already automation has been talked about this morning 
as to its short-term or long-term implications. I feel it is going to be 
a continuing thing, and I think there are many classic examples of 
what automation has already done. I believe in the steel industry 
alone in the last 4 years they are producing more steel, outside of the 
steel strike, with 100,000 fewer steelworkers. In the automobile in- 
dustry the examples are legion, yet just what has been done? This is 
a new industrial revolution which we have barely embarked on and 
yet we seem to be taking an ostrich-like position. Unemployment is 
national problem and requires national policies to remedy the 
situation. 

What should some of these policies be? I believe Congress should 
pass the Douglas-Cooper area redevelopment bill as a general aid to 
relieve unemployment, particularly in the Upper Peninsula of Mich- 
igan. I believe there is nothing sacred about a 40-hour week, because 
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we are able to produce more and more goods. We have difficulty now 
finding a market for what we do produce with 3 or 4 million not con- 
st to this production. The rate of reduction of the workweek 
provided by law should take into account both the rate of technological 
advance and the extent to which our growing power to produce is 
actually being used to raise living standards to meet our national 
needs for more and better homes, schools, hospitals, highways, re- 
source development. We need a forestry bill providing for good for- 
estry management in the Upper Peninsula of Michigan. . 

The Forand bill should j passed, not only for its humane value but 
to provide further security to those who have made America rich. 

5 a nation we should work toward an International Fair Labor 
Standards Agreement. There has been some talk about competition 
from foreign ores and foreign production. I believe, however, that as 
export nations increase in efficient production methods that wages 
should be increased in those countries that export, and if they fail to 
increase wages with their increased productivity, only then should 
tariffs be imposed if they fail to do this. 

I have dealt primarily here with the national problem considering 
unemployment as a national problem because I believe only as the 
national problem is solved will we be able to solve our own problems, 
particularly in the Upper Peninsula. People in any geological area 
cannot be expected to solve their problems by themselves and can only 
do so within the framework of policies established and set down on a 
national level. 

Senator McNamara. Thank you very much, sir. You mentioned. 
consideration should be given to a shorter workweek. You know that 
several bills have been introduced in both Houses of Congress in recent 
years dealing with shorter workweek. Do you have in mind at this 
time any particular figure that you would recommend by way of re- 
duction of the workweek ? 

Mr. Brown. I think the only way that that can be done, I believe a 
commission possibly should be set up to study the effects of automa- 
tion and technological progress, and certainly the workweek should 
be shortened in line with what the needs of the country are, and with 
what we are able to produce with full employment. I think that re- 
quires a lot of study and I don’t think there has been enough. 

Senator McNamara. That’s right. You also mentioned pockets of 
employment. It has been the experience of this committee so far, 
und we are really just starting our inquiry, that we find almost no 
pockets of full employment in the country, that unemployment is 
pretty general. I ama little surprised that you used the term “pockets 
of employment.” Certainly they are deeper in some areas than others, 
but generally we have unemployment. 

Mr. Brown. The pockets of unemployment I speak of are those that 
are abnormally high, that have chronically or consistently run above 
10 percent. I think the national average at the height of the recession 
last year was somewhere around 6 percent. 

Senator McNamara. It’s a comparative situation rather than a bold 
statement that would imply that we had areas where we have full 
employment and they are very scarce in this country. 

Mr. Brown. I don’t believe that there is full employment in some 
areas, just a spotty situation. 
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Senator McNamara. Now, you mention the area redevelopment 
bill and you made indirect reference to the legislation that is known 
as the Youth Conservation Corps legislation that would go a long 
ways in such areas as the Upper Peninsula to help preserve our forests 
and improve our National and State parks. I take it you would be in 
favor of that legislation too? 

Mr. Brown. I certainly would. 

Senator McNamara. Thanks very much. Your testimony has been 
very helpful. You can be sure that your recommendations will be 
given every consideration. 

Mr. Brown. Thank you, sir. 

(Following is a copy of Mr. Brown’s prepared statement :) 


PREPARED STATEMENT OF IVAN BROWN 


My name is Ivan Brown and I am an international representative of the 
International Union of United Auto Workers, AFL-CIO. 

Mr. Chairman, I wish to thank your committee for this opportunity of testify- 
ing here concerning what I believe to be one of the most urgent and pressing 
problems facing this country and particularly the State of Michigan and more 
particularly northern Michigan which is referred to as the Upper Peninsula. 

The unemployment problem in the Upper Peninsula has been a peculiar one 
in that while it has followed the national pattern in trends it started from higher 
levels. A glance at the unemployment figures for the past 9 years will quickly 
show this tobe true. This is what it shows: 

Per cent Per cent 

Unemployed Unemployed 

5.3 
z 
5. 

9, ; 


NoTe.—9-year average of 6 percent. 


This is chronic unemployment of a very high level and has been caused by 
many factors most notably lack of industrial expansion. This lack of indus- 
trial expansion could be corrected by the implementation of a number of sugges- 
tions I should like to make later in this statement. These suggestions will not 
deal specifically with the Upper Peninsula but if implemented on a national scale 
would help in all areas including the Upper Peninsula. I believe that what helps 
the country helps the Upper Peninsula but in addition special attention must 
be given to this chronically high unemployment area. 

From 1940 to 1950 according to the U.S. census the population of the Upper 
Peninsula dropped from 323,544 to 302,258 a decline of 7 percent while the 
State as a whole was increasing by 21 percent. There is ample evidence that 
this has been due to lack of job opportunities and is further supported by the 
large percentage of the remaining work force being out of work by a 6 percent 
unemployment average over 9 years. This is a shocking disruption of the lives 
of thousands of famiiles who would prefer to live and maintain their homes in 
this part of the country. The Federal Government could do much and in fact 
may be the only agency which can aid in much needed development of power 
from electric and natural gas sources. 

In speaking of unemployment what do we mean? Do we mean only those 
persons totally unemployed and registered at the unemployment office? What 
about those persons working 3 and 4 days a week? What about people forced to 
take jobs at wages 40 and 50 percent lower than those from which they were 
laid off? What about those people taking part-time work and odd jobs? What 
about those who have exhausted their unemployment benefits—at best the agel- 
cies can only estimate. It therefore seems difficult to give a precise definition 
of unemployment. Furthermore if the above catagories of employment are not 
considered as unemployed (at least in a weighted average) then our fact-gath- 
ering procedures are not adequate. In the past 2 years unemployment figures 
could very well tend to prove that unemployment is a problem only in certall 
industries and certain geographical units. To rely on this supposition is fault) 
and dangerous. 
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An excellent example of this is the fact that the State of Michigan, a geograph- 
ical unit, has been particularly hard hit because of unemployment in the auto- 
mobile industry. It was in many respects not the fault of industry and certainly 
not because of the geographical location of Michigan. When people in the East, 
the West, and the South are unable to buy automobiles, Michigan is hurt. This 
is further attested to by the annual report to stockholders of a local Upper 
Peninsula concern, when in predicting a better business year to come said “Such 
prophecy, of course, is conditioned upon the sound economic conditions through- 
out the country.” The business climate is very much affected by policies adopted 
in Washington, both in big business and even more so in small business. With 
8 to 4 million people unemployed and the economy unable to absorb the million 
or so coming into the labor market each year together with the increasing life 
span of man, all tending to aggravate the economic health of the country, it is 
silly to think in terms of unemployment being a local problem. 

Unemployment has become an increasing problem for younger people and 
people of the Negro race. Thirty-six percent of all the unemployed are in the 
20 and younger age group. This is a group of great economic potential if only 
considered in the light of consumers. Young people ready to begin building a 
home (not just a house but a family) are stymied and held back causing a loss 
to the economy of many millions of dollars. This we cannot afford. 

As we enter the atomic and electronic age more and more people with skills 
and special training will be needed. This has already reflected itself in the fact 
that unemployment has been relatively low for the skilled worker, the salaried 
and white collar worker, and extremely high among semiskilled and labor 
groups. 

Probably one of the most important factors causing unemployment, and will 
become increasingly so, is the development of automation. Automation can be 
acurse. It will be a boom if its impact on employment is carefully studied and 
provisions made to meet this new industrial revolution. There are many ex- 
amples of this mixed blessing, one outstanding is the fact that within the past 
4 years more steel is being produced but with 100,000 fewer workers. Increased 
steel production is the blessing but what of the 100,000 men and their families. 
In the automobile industry examples are legion—yet just what has been done? 
The so-called hard money policy has done much to enrich financial institutions, 
little in curbing inflation and has been detrimental to the demand for consumer 
goods. This policy looms large as a very immediate cause of unemployment. 

Everyone has a stake in unemployment. Manufacturers should care. As attrac- 
tive as a “pool” of unemployed may seem to keep labor costs down, this “pool” 
is indeed a poor market for manufactured products. Businessmen should care. 
Those without work are poor customers for consumer goods. The churches 
should care, if for no other reason than its proper concern for any human distress 
and suffering. Organized labor should and does care, for its sole reason for 
existence is to promote its members’ well-being. Working people should and do 
care, for it is they who are most directly and hardest hit. 

Government should care—and much more. One of Government’s fundamental 
purposes is to promote the general welfare, and with its responsibility to promote 
the general welfare must be its concern to wipe out this cancerous growth. Fur- 
thermore, it is probably the only agency that can effectively do something about 
it. Unemployment cannot be the responsibility of the people of upper Michi- 
gan, nor of Michigan, of California, or of Rhode Island; it is a national problem 
and must therefore be remedied by national policies. Not that the States and 
local governing bodies or private groups attempt nothing, but what they are 
able to do must be within the confines of a national policy laid down by the 
Federal Government. 

What should some of these policies be? Well there is much that could be 
done. One thing that would immensely help any “pockets” of unemployment and 
particularly Michigan and more particularly the Upper Peninsula would be the 
passage in Congress of the Douglas-Cooper area redevelopment bill. This would 
enable local and private groups to do much in areas plagued by plant obsolescence 
and chronic unemployment to attract new industry thereby creating employment 
for the unemployed. Legislation should be enacted, therefore, to provide finan- 
cial aid to municipalities for programs of industrial rehabilitation. 

With the advent of automation, technological progress resulting in greater 
production with fewer men and yet an expanding work force, consideration must 
very quickly be given to the legalizing of a shorter workweek. Hours per week 
and wages means nothing in costs. It is what is produced that counts, and if 
with full employment we can produce the needs of our people and our country 
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in 4 days or 3 days or 2 days then that must be done. The only other alternative 
is continued and growing unemployment and eventually an impoverished Nation. 
The rate of reduction of the workweek provided by law should take into account 
both the rate of technological advance and the extent to which our growing power 
to produce is actually being used to raise living standards to meet our national 
needs for more and better homes, schools, hospitals, highways, resource develop- 
ment, et cetera, and to provide for an effective international economic aid pro- 
gram and an adequate defense. 

Millions of workers whose labor is being lost through unemployment and the 
millions of the employed who suffer repeated short workweeks and daily face the 
employed who suffer repeated short workweeks and daily face the threat of 
unemployment cannot be expected to take seriously the argument that the 40-hour 
week is needed to attain our national objectives while the Nation, through its 
Government takes no steps to assure that their available productive time is fully 
utilized. In this connection there should be established a permanent commission 
to study technological change and all of its ramifications—a greatly expanded 
program for construction of homes, schools, hospitals, highways, and resource 
conservation and development. As an example, a forestry bill providing for good 
forestry would greatly aid the Upper Peninsula of Michigan. 

Income tax exemptions should be raised and excise taxes removed from 
household goods to provide greater consumer consumption and thereby greater 
employment. The revenue loss could be made up by plugging many tax loop- 
holes now available only to the wealthy. A minimum wage law at this time 
of $1.25 per hour. People making less than that are very poor customers for 
the products we can produce. 

The Forand bill should be speedily enacted, not only for its humane value 
but to provide further security to those who have made America rich, and again 
expanding consumer purchasing power. Incidentally some people have claimed 
that the expanding of consumer purchasing power is inflationary, however, 
unless people are able to purchase what we are capable of producing we shall 
continue to have serious unemployment. 

In the allocation of defense and other Government contracts there must be a 
policy which will provide assistance to communities suffering from serious and 
chronic unemployment. This policy should recognize that it is sometimes less 
costly to allot contracts in these areas whether or not the bids are the lowest, 
as such original higher costs are offset by lower unemployment costs and relief 
costs. In this connection the worker as well as the contractor should be pro- 
tected in cases where it is necessary to cut back, by a program of adequate layoff 
notice, severance pay, relocation allowances, and training programs. 

Since unemployment is a national problem there should be Federal financial 
assistance for public relief to those cities and municipalities that have heavy 
welfare loads. 

The Kefauver subcommittee investigating wages, prices, and profits should 
be continued and its findings widely publicized. The public would then know 
where the causes of inflation really are. The public should have greater control 
and knowledge of the vast power of the Federal Reserve Board, which power 
could mean life or death to many thousands of small businesses. 

We should work toward an international fair labor standards agreement for 
the purpose of ending international competition where it is based on sweatshop 
labor. Export nations should under such an agreement be required to raise 
wages step by step and in line with the productivity of their workers until 
cost differentials based solely on low wages were eliminated. Failing to do 
this tariffs should be imposed that would wipe out any advantages gained from 
substandard wage rates. 

I have enumerated a number of policies which if adopted would do much to 
not only alleviate present unemployment but would go far in preventing future 
crises when large numbers of people are willing and able to work but unable 
to find it. This program will not be an easy one to get enacted, but if we are 
serious in our endeavors to solve this problem every effort must be made to 
approach it in a meaningful way. 

Again I wish to express my appreciation for this opportunity to submit this 
statement. 


Senator McNamara. Next we have Father Louis Cappo, Christ the 
King Church, Ramsay. You may proceed in your own manner. 
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STATEMENT OF FATHER LOUIS CAPPO, CHRIST THE KING 
CHURCH, RAMSAY 


SERIOUS UNEMPLOYMENT IN GOGEBIC COUNTY 


Father Carro. We will give you a complete report. As Mr. Duffy, 
I have no private staff. I would like to present testimony in the 
same manner that was presented to the Senate committee last March 
on the area redevelopment bill in telling a story that I have been try- 
ing to tell throughout the whole State of Michigan about the unem- 
ployment problems of the — Peninsula, by first stating that I 
was born and raised in the Upper Peninsula, in the copper country. 
My 18 years in the sichinticaade dasidiaialie, I am one of 20 percent 
that have come back to work in this area—13 years throughout the 
Upper Peninsula working here in different parishes, and I’m up in the 
western end of the ro in Ramsay, in Gogebic County iron 
range. We have had serious unemployment for the last 8 years that 
Ihave been there. In the 8 years I have seen the closing down, I think, 
of about 5 or 6 mines in the area with unemployment of maybe 
1,500 people. What happens to these people? They have to move 

; they have to seek a livelihood someplace else, and to my way of 
thinking, 1t is not a very humane thing to see people move from com- 
munities they love to live in and to move somewhere else and find a 
living, sell their homes at a complete loss, to get anything they can 
outof thehome. Of course, the property values with the loss of indus- 
try also are lowered. 

Ihave seen this change, and I have seen throughout the past 8 years 
the closing down of schools. We could accommodate about 1,500 
students in our schools; we have empty seats in them, so I became very 
much interested in this industrial work for the sake of the people, 
and I have traveled north, south, east, and west in trying to get 
industry to come into the area to give people a livelihood, to give 
them something to do for which they are created. Man is created to 
work and pick an area he likes, and throughout this time I have been 
successful in obtaining one industry, not large, small, employs about 
seven men, but we hope it will expand into something worthwhile. 

We are not only noted in the Upper Peninsula for mining, we are 
also noted for lumber and for our winters, and we also have another 
commodity that we send to you, that’s our young people. We send 
them to different parts of the country but we would like to keep them 
because that’s our life, too; we want to keep our youth here. This 
year in my own parish we had 17 graduates from high school; I don’t 
have one around, they’re gone. I have told that story time and time 
again. Every Sunday I have three Masses, every Sunday the 
churches were crowded, finally I noticed every year there would be 
less people. The youth moved away and, of course, a lot of working 
people have to move away due to closing down of mines, but the 
church itself is very much interested to fight unemployment, even 
when it is not identified with starvation. 


You know, Senator, leisure is earned, we earn that, but unemploy- 
ment is definitely not earned, and until his self-respect becomes com- 
pletely destroyed, the unemployed man feels that he has no part of 
our civilization because he has made no contribution to it, so therefore 
in the eyes of the church unemployment takes it biggest toll not from 
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the economic man but from the moral man. Its greatest wound in 
unemployment is not the empty pocket but the empty heart that goes 
with it. I have helped men get jobs, I have gotten them over into 
Greenland, but that does not make a happy home because the husband 
is not home with his family where he should be and the wife has the 
responsibility of raising the family which is not hers solely but a con- 
bination of husband and wife, and the tragedy then is not the loss of 
the pay envelope but the right that a man has to that pay envelope, 
and it is dangerous not that his body will starve for there is no one 
that needs starve in this great country of ours, but rather that his 
spirit will die, and we have seen it happen for the want of something 
to mold with his hands, to touch with his hands, to work, and if this 
unemployment condition, whether it’s 2 or 3 million, is allowed to con. 
tinue, man will develop into a perverted man who thinks that society 
owes him a living and that every possession his neighbor has was taken 
away from him. For this reason we plead for help to combat this ur- 
employment in the Upper Peninsula of Michigan and even throughout 
the whole country. 

Not that we are pleading that man may have two automobiles in the 
garage or that he may have all the luxuries of life, but rather that 
he may be dispensed from economic necessities so that his soul may be 
free to attain the end for which he was created both in this world and 
the next. We know cows are fed for a purpose, either to be milked 
or butchered, but man is to be well fed in order to be a man, and what 
does it mean tobe aman? Tobe a man means to be superior in value to 
anyone else and anything else. Just as it is difficult if not sometimes 
impossible for a man to pray when he is hungry, and I have seen them 


rebel against God, so it is difficult or impossible for a man to perfect 
himself : sebtomef and intellectually if he lacks the ordinary comforts 


of life. Economic rights to a decent human existence therefore in the 
eyes of the church are inseparable from eternal ends. 

I think, too, that presently in this country we are involved in what 
we call the strife of capital and labor. We are never going to have 

eace as each shakes a fist. Capital and labor are much like a hus 

and and wife, in the same sense that one complements the other as the 
basis of society. It is not the point to say that the husband is always 
right or that the wife is always right, any more than it is to the point 
to call capitalists “economic royalists” or to call laborers “racketeers.” 
No class is always right simply because it is a class. The American 
way out is by cooperation, human fellowship and brotherhood, and 
that will only come by bringing them both together for the sake of the 
common good. What would happen to America in the next generation 
if we would solve every domestic quarrel as we solve our economic 
quarrels? Just as there is not a creative family life without husband 
and wife, so neither is there capital without labor nor labor without 
capital. 

That is the prepared statement that I make, and these things wil 
help the economic development of our Upper Peninsula; and, by the 
way, Senator, I want to give to you my personal thanks for your work 
in getting the natural gas in this area. 

Senator McNamara. Thank you. 

Father Cappo. I think that one of the things we need—I understand 
that you are on the Waterway Committee. We need water here to 
even though we have lakes around us. In our area we are very short 
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of water, even for residential use, and that much shorter for industrial 
use. 

I think, too, as brought out this morning, that if we look over the 
Upper Peninsula areas where there is more than one industry, that 
area seems to be prospering more than others, and a one-industry 
community is not a very prosperous community. I think for the suc- 
cess of many of our communities is this, not to attempt to go out and 
get large industries but rather go out and get a number of small in- 
dustries, either to use the products that we have here or for all of us 
to be pioneers and try to encourage industries to come in here, which 
they have to ship in their Lage and ship out the raw materials and 
ship out the finished product. And, of course, there is quite a cost 
in the production of that material if they have to ship raw material in 
and the finished product out, so to me, for the economy of this area, 
we have to have more of a public spirit in trying to work together 
asa team. If all of us work together in the Upper Peninsular, alon 
with our representatives, to help our people who love to come bac 
here and want to live here—and I have evidence of that in my desk 
at home. When I got this small factory in, I believe I received over 
500 inquiries from hers that said, “Tell Father I would like to come 
back to my area, I want to be able to go fishing, I want to go hunting, 
and I want to earn a living.” They want to come back home, and so 
we beg of you who are in a position to give us some type of help, 
whether it’s by advice or by Government subsidies in giving us a hand 
in helping us solve our economic situation in the Upper Peninsula. 


FOREIGN ORE SHIPMENTS 


Even in our iron ore mines today we are losing an average of 150 
work jobs every year. I am saying particularly of the Gogebic 
area, and you asked for a figure as to how many tons of ore are being 
shipped into this country. I think 33 million tons of foreign ore 
came into this country. I can’t substantiate this figure but I think 
for every million tons of ore produced there is a million man-hours. 
We should get a little more of our ore from here shipped to the 
steel mills; it would make a lot more jobs. 

Senator McNamara. Thanks very much, Father. I think you 
emphasized a facet of unemployment, the moral and spiritual side 
of it that has not been given enough consideration. I think to that 
end your testimony is certainly very helpful. I don’t know how much 
the Federal Government can play a role in that particular part of it, 
but certainly it is a consideration and it indicates justification for 
the things that you have been pointing out. I am sure that you do 
recognize that the Federal Government has a role in legislation such 
as the area redevelopment: bill and the Youth Conservation Corps 
legislation and such things, and I am certain from your statement 
here today you approve such legislation ? 

Father Cappo. Particularly the unemployment. I would say in 
the last few months I have seen a rise in delinquency, in my own 
little area, of the youth, that was not prevalent before because they 
have nothing to occupy themselves with, they haven’t got work, they 
haven’t got spending money, and today I think the purpose of em- 
ployment is a lot different than 1929 in the depression where we all 
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stood on the corner, but this year for a youngster to look at his buddy 
across the street and see that he has a dollar or a dollar and fifty cents 
in his pocket and he hasn’t got a penny and his spirit is weakened and 
a temptation is there to get that to live up to the standard of his 
friends, and I think that goes along with adults too. 

Senator McNamara. We generally think of juvenile delinquency as 
problems of larger industrial areas, but you find it exists here? 

Father Cappo. Yes; not in as great a volume as larger cities because 
in a smaller town you know everyone and you can control it a little 
better, but still there is a tendency for it to get out of hand. 

Senator McNamara. Thanks, Father. You also mentioned I was 
a member of the resource committee. I am not but my colleague, 
Phil Hart, is, and you can be sure that the entire country is taking 
more and more cognizance of the fact that we do have to conserve our 
water resources and develop and purify those that have been fouled up 
by industry and communities. Water is getting to be more and more 
of a real problem throughout the entire country, even in areas such as 
ours where we have the Great Lakes and great supplies of fresh water, 
Thanks very much; your testimony is very helpful. 

Father Carro. Thank you. 

(Father Cappo’s prepared statement follows :) 


PREPARED STATEMENT OF FATHER Louis Cappo 


Because labor is the bond uniting us to nature the church combats unemploy- 
ment even when it is not identified with starvation or need. Leisure is earned, 
unemployment is unearned. Until his self-respect becomes completely destroyed, 
the unemployed man feels that he is not a part of the civilization in which he 
lives, because he has made no contribution to it. Unemployment in the eyes of 
the Catholic Church takes its biggest toll not from the economic man but from 
the moral man, its greatest wound is not the empty pocket but the empty heart, 
its tragedy is not the loss of the pay envelope, but his right to it, its danger is not 
that his body will starve, for he need not starve in this great country of ours, 
but rather his spirit will die for want of something to mold and touch with his 
hands. If the unemployment condition be allowed to continue, he will develop 
into a perverted man, who thinks that society will owe him a living and that 
every possession his neighbor has, has been taken from him. 

For this reason we plead for help to combat unemployment in the Upper 
Peninsula. Not that a man may have two automobiles and the luxuries of life, 
but that he may be dispensed from the economic necessities in order that his 
soul may be free to attain the end for which it was created, both in this world 
and in the next. 

Cows are fed to be milked and butchered, but a man is well fed in order to be 
aman. And what does it mean to be a man? To be a man means to be superior 
in value to anything else. Just as it is difficult if not sometimes impossible for 
a man to pray when hungry, so it is difficult or impossible for a man to perfect 
himself spiritually and intellectually if he lacks the ordinary comforts of life. 
Economic rights to a decent human existence therefore in the eyes of the church 
are inseparable from eternal ends. 

Presently we are involved in what we can call the strife of capital and labor. 
We are never going to have peace as each shakes a fist. Capital and labor are 
much like a husband and wife, in the same sense that one complements the 
other as the basis of society. It is not the point to say that the husband is al- 
ways right or that the wife is always right, anymore than it is to the point to 
call capitalist “economic royalist” or to call laborers “racketeers.” No class is 
always right simply because it is a class. The American way out is by coopera- 
tion, human fellowship and brotherhood and that will only come by bringing 
them both together for the sake of the common good. What would happen to 
America in the next generation if we would solve every domestic quarrel as we 
solve our economic quarrels? Just as there is not a creative family life with- 
out husband and wife, so neither is there capital without labor nor labour with- 
out capital. 
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Senator McNamara. We called earlier for Mr. Rubin, executive 
Secretary of the Mackinac Bridge Authority. He has sent a state- 
ment and Mr. Ellis is here to represent him, and we would be glad to 
have the statement and publish it, and since the hour is a little 


late—— 

Mr. Ex.ts. The statement itself is rather brief, and lest there be no 
misunderstanding, it comes directly from Prentiss Brown, chairman 
of the Mackinac Bridge Authority. If there is time, I would read it 
now, or after recess. 

Senator McNamara. Proceed, but be as brief as possible. 

Mr. Exuis. This is a statement directly from Prentiss Brown, chair- 
man of Mackinac Bridge Authority. 

(The statement is as follows:) 


PREPARED STATEMENT OF PRENTISS BROWN, CHAIRMAN, MACKINAC BBIDGE 
AutHority, St. Ianace, Mion. 


ECONOMIC CONDITIONS IN THE STRAITS AREA 


Economic conditions and resulting employment in the Straits of Mackinac area 
have had many unusual and temporary stimuli during the past few years. Most 
important was the building and opening of the Mackinac Bridge. But there have 
been others, beginning in 1953 and continuing to the present. It may be said 
that 1952 was the last normal year for this vicinity, and 1959 shows signs of 
ushering in a different kind of normalcy. 

In 1953 several hundred workmen came into the area to construct the oil pipe- 
line across the Straits of Mackinac which carries Canadian oil across Michigan 
to Port Huron and reenters Canada at Sarnia. Many of the workmen brought 
their families for the year’s work. Their impact was felt on both sides of the 
straits and especially in the St. Ignace area. 

In 1954 construction began on the Mackinac Bridge. The foundation con- 
tractors and their subcontractors employed between 400 and 700 men at various 
times during the first construction season. A large percentage of these men 
were from outside the area, due to special skill requirements and an insufficient 
skilled labor pool in the area. Large numbers brought families, in anticipation 
of at least 2 years of work. 

The next season, 1955, foundation construction continued and the super- 
structure contractors also arrived to begin their work on towers and spans. 
This was the year of greatest employment. At the peak, in 1955, more than 1,300 
men were employed by the bridge contractors. A larger percentage of these men 
were from outside the immediate area, again due to skill requirements. 

In 1956 the contractors employed 600 to 1,000 workmen. In 1957 the figure 
was only a little less. In all, 3,600 individual men worked on the bridge, about 
3,000 of whom were from outside the immediate area. It is obvious that their 
' impacts on housing, the restaurant trade, and on local business in general was 
very great. 

With construction complete the bridge opened to traffic November 1, 1957. 
There were many immediate effects on employment and on the economy of the 
nearby area. The most significant was the discontinuance of the State ferries. 

The Michigan State ferries had employed 260 to 460 men, depending on the 
season. The bridge absorbed about 35 of these men in their complement of 60. 
Most other ferry employees found other employment within the next year, how- 
ever. Many left the area doing so. 

With the opening of the bridge the contractors’ forces departed. Employment 
opportunities became the lowest since 1952. Tourist traffic was good throughout 
the autumn of 1957, but it would be the summer of 1958 before the tourist indus- 
try could provide employment enough to ease much of the strain. 

The 1958 season was indeed better. Hundreds of thousands of tourists came 
to see the new bridge. Tourist industries prospered on both sides of the straits. 
New gas stations, restaurants, and literally dozens of new motels were built. 
Total employment became higher, but unemployment was also high; many con- 
struction workers remained to become residents. 

In 1959 tourist traffic across the bridge has been about 11 percent less than 
1958, due largely to a decrease in sightseers who came especially to see the 
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structures. The tourist industry felt the decline, although business was still] 
better than in 1957. In tourist traffiic, 1959 might be considered more normal 
than previously. However, new temporary stimuli to employment came to the 
area in the form of highway construction projects. Largest of these is the new 
U.S. 2 bypass around St. Ignace, a $3,700,000 project which is employing about 
100 men. Other similar highway construction has provided employment on the 
south side of the straits. 

The foregoing indicates that the employment picture in the straits area has 
fluctuated greatly in recent years due to many unusual circumstances and has 
not yet settled to any recognizable permanent pattern. Our greatest problem 
is still the seasonal change in employment. Average July employment during 
the past 6 years, in the portion of Mackinac County served by the St. Ignace 
office of the Michigan Employment Security Commission, has been 2,660 workers, 
Average July unemployed have numbered 120. By contrast the average January 
employment has been 2,359 workers and an average 566 have been unemployed. 


GENERAL BUSINESS ACTIVITY 


General business activity has greatly increased in the past decade. Sales tax 
collections on retail sales in Mackinac County have gained in every recent year. 
In the fiscal year ending in June 1950, the sales tax collected was $233,333. In 
June 1959, the figure was $450,125, a 10-year increase of 98 percent. Greatest 
advances coincided with the beginning of pipeline and bridge construction. 

In Cheboygan County, adjoining the straits to the south, the 1950 sales tax 
was $341,506. In 1959 the sales tax totaled $578,014, an increase in 10 years of 
69 percent. 

Bank deposits in St. Ignace have risen 77 percent in the past 8 years, from 
$2,803,000 as of October 31, 1952, to $4,954,000 as of October 1, 1959. Greatest 
increases over the previous year were 19 percent in 1953 and 23 percent in 1954, 
the years large constractors’ forces began work in the area. Thereafter yearly 
increases were 3 percent, 6 percent, 5 percent, 5 percent, and then an increase of 
only 0.3 percent in 1959 over 1958. 

Of equal interest is the fact that commercial truck traffic, which declined 
steadily from a 12 months’ total of 48,513 trucks in 1953-54 to 44,140 in 1957-58, 
rose in the 12 months just passed to 56,902 trucks in 1958-59—a gain in 1 year 
of 29 percent. Though this greatly increased truck traffic may not be evidence 
of better economic health in the immediate straits area, it is an indication of 
increased commercial activity to the north and west. 

In conclusion, employment in the Straits of Mackinac area has been sub- 
jected to unusual temporary stimuli since 1953. There has been no recent year 
which can be said to indicate a normal pattern for the future. These temporary 
factors are gradually being completely removed. After 1961 there will be no 
foreseeable large-scale construction projects in the area for the first time in 
& years. 

With the exception of one St. Ignace industry, an oil terminal which employs 
about 10 men, most new permanent employers are in businesses which cater to 
tourists. The greatest problem is that the tourist industry is largely a summer 
business. As an example, about two-thirds of the traffic across the Mackinac 
Bridge is in June, July, and August. The other one-third is spread over the 
remaining 9 months. Expected increases in winter sports will help, but cannot 
even begin to equalize employment. 

One obvious thought is to increase summer tourist business so that earnings 
from it will carry the populace through the winter. That may help, particularly 
if the tourist season can be lengthened, but it cannot erase the problem. Another 
is to increase winter tourist activity so that facilities for vacationers will not 
have toclose. That also will help, but it is unlikely that it will prevent large-scale 
winter unemployment. 

The entire problem must have the utmost consideration of everyone who is 
concerned. 

In regard to industrial development, the most encouraging sign is the present 
tendency of some types fo small industries to locate their plants as far north 
in the Lower Peninsula of Michigan as Petoskey and Cheboygan. Manufac- 
turers of small parts for the southern Michigan auto industry are among those 
who have done so. Their basic reason is the good supply of labor in areas where 
people like to live. 

This trend of small industry is likely to continue farther north into the Upper 
Peninsula now that the bridge has, in effect, brought the Upper Peninsula at 





least 
chars 
the fi 
Se 
youl 
Bro’ 
he is 
M 
Se 
‘v 
have 


M 
uC 
Ste. 
recc 
ser'y 
for 

avel 
fT 
the 

was 
peo 
the 

was 
10.9 
the 

ovel 


Dec 


cen 


I 
has 
are; 
up 

oT} 
gro 
45 1 


UNEMPLOYMENT PROBLEMS 879 


least 100 miles closer in equivalent driving time. To be frank, the present toll 
charges are still barriers, but we hope to be able to reduce them some time in 
the future. 

Senator McNamara. Thanks very much, Mr. Ellis. We appreciate 
your being here and presenting that very fine statement from Senator 
Brown. I hope you express to him our thanks and greetings because 
he is one of our very good friends. 

Mr. Exxts. I will do that. 

Senator McNamara. Thanks very much. 

The hearing is adjourned until 2 o’clock. At that time we expect to 
have about eight more witnesses. 


AFTERNOON SESSION 


Senator McNamara. The hearing will be in order. The first witness 
this afternoon will be Mr. William James, board of supervisors, Chip- 
pewa County, Sault Ste. Marie. Glad to have you here. Do you 
have a prepared statement ? 

Mr. James. Due to a mixup in dates, I have not been able to get a 
prepared statement but will submit it later. 

Senator McNamara. We will be glad to keep the record open and 
print your statement in its entirety when you submit it. Do you care 
to summarize ? 


STATEMENT OF WILLIAM JAMES, CITY COMMISSIONER OF SAULT 
STE. MARIE, MICH. 


Mr. James. I am not only a supervisor from Chippewa County, but 


a city commissioner of Sault Ste. Marie, and president of the Sault 
Ste. Marie Central Labor Council. To begin with, I have obtained 
records from the unemployment office in Sault Ste. Marie which 
serves almost all of Chippewa County. I have received these records 
for the past 10 years and I have summarized them to come up with 
averages for unemployment in the area. 

To begin with, our work force in the area has varied very little in 
the past 10 years. The high was 8,600 people in 1954 and the lowest 
was slightly under 8,100 in 1958, and it has averaged about 8,400 
people in the 10-year period. But the percentage of unemployed in 
the area has varied greatly. In 1958, 18.5 percent of the work force 
was unemployed, the low was 7.1 percent in 1953, and it has averaged 
10.9 percent over the 10-year period. We have to take into account 
the seasonal variation in this area. The low month is August where 
over the past 10 years 6.2 percent were unemployed; the high months, 
December, 13.6 percent; January, 16.3 percent; February, 17.4 per- 
cent; March, 16.5 percent; and April, 138 percent. That is, in the 
summer months it goes down, around July, slightly above 6 and 7 
and 8 and 9 percent figures. 

But the unemployment in the area is not the only problem. There 
has been a recent study in Sault Ste. Marie, a population study of the 
area by a group from the University of Michigan, and they have come 
up with the startling figure here, and I will quote from this book: 
“The Saulte has a relatively large population of people in the age 
group under 20, and a relatively small population in the age groups 
45 to 64. This is the result of an extensive outmigration of persons 
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in the economically productive years. That is, theoretically, every 
100 persons in the economically productive years of 20 to 64 have not 
only themselves to support but also 116 persons in the more or legs 
nonproductive years under 20 and over 65. This burden is lighter 
for city people elsewhere. In the urban areas of Michigan the ratio 
is only 100 to 74, so actually we have about a 40 or 50 percent greater 
number of dependent people to support with our depressed conditions 
in the area. 
CATEGORIES OF UNEMPLOYMENT 


The normal approach to the subject of unemployment is to divide 
it up into four categories—normal, frictional, technological, and 
seasonal, and we have all of these types in the Soo area, but I think 
to get a better insight into the problem and to find possible solutions, 
that another approach should be made, and that is this—that they be 
separated into groups wherein if there is an absolute loss of job op. 
portunity, one set of circumstances should go into effect. I think 
under the present program the benefits are adequate or pretty near 
adequate to maintain purchasing power for seasonally unemployed 
and people who have reasonable expectation to get back to work, but 
it is entirely inadequate for those people who have definitely lost the 
job opportunity due to the plant moving away or technological reasons 
or one thing and another, and I think if a program could be built in 
this area so as to stimulate the mobility of labor so they can get to 
—e where there may be a labor scarcity to put their talents to work. 

or instance, perhaps an accelerated program where if people move 
to another area and find employment, they get a payment on reloca- 
tion costs, or special housing perhaps in areas where there is a labor 
scarcity, because when a person loses a job opportunity they still have 
a home and family to take care of and they can’t leave a house behind 
and find many to get adequate housing where they are going, and if 
there was adequate housing there, they probably would be more ready 
to move to another area. 

Another problem that I don’t think has been covered enough is 
the pretraining of people where there has been a definite loss of job 
opportunity. 


PENSION PROGRAMS IN EFFECT IN INDUSTRY 


I think there is another problem too, and that has come about due 
to the pension programs that are in effect in industry. To a large 
extent these pension plans are unfounded and the rights are not vested 
in the workers, and in order to maintain any hope of getting in the 
pension under these plans they have to stay with the company. 
some provision were made, perhaps it is not possible to found these 
things or have them fully vested, but I believe that after some number 
of years when a person has worked under these pension agreements 
and then there is a definite loss of job opportunity due to technological 
changes or movement or relocation of the facilities, that some method 
should be found wherein these things could be vested in these people 
or at least transferable at any rate to another plant where they may 
have to work. I think that is a very great problem in the area. 

As far as changes in the present program, I think there is a definite 
need for Federal standards in unemployment compensation, and both 
the board of supervisors in Chippewa County and the city commission 
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in the city of Sault Ste. Marie have passed resolutions to our repre- 
sentative requesting that he vote for the Karsten-Machrowicz bill. 
When it did come up he was on the Ways and Means Committee but 
both of these groups heartily endorsed the Federal standards. The 
fact that the States are competing so much for industry and State 
legislatures are slow in moving to remedy many inadequate situations, 
causes fear of an unfavorable business climate and is being talked 
about by many people. 

I think another factor to be considered is merit rating programs 
in effect. Of course, the theory behind it is good that if people can 
keep their men working they should be able to lower rates, but we 
think minimum rates are too low under these programs. The merit 
rating in effect has caused us to keep the benefits down rather than 
increase them to an adequate standard for fear of having to raise the 
floor on the things. 

Another thing, adequate reserves are not built up during periods 
of prosperity to cover us through the difficult periods. I think every 
merit rating in theory is a good thing, but I think the floor underneath 
itis just too low. We need to build more adequate reserves. 

Another possibility so that the program can be extended and more 
effective is perhaps a payroll tax of one-half of 1 percent, or some 
factor such as the social security wherein the employee would con- 
tribute to the program also. 

I think another difficulty in the present program is that we cannot 
adequately solve the problem by looking only at national statistics. 
They can say there is only 3 or 4 or 5 percent unemployed, but in areas 
there may be very definite hardships even though the overall economy 
may look good, and I think we are going to have to definitely develop 
a program that can help certain areas rather than do it on a whole 
; national scale. I think by letting these specific areas build up until 
a national problem becomes imminent, we are merely accelerating 
this factor rather than catching it and nipping it in the bud. 

I would like to close by saying that human labor is our most perish- 
able quantity that we know of. If we lose it, we can never regain it. 
We do so much to conserve any of our other resources, but I think we 
have done an inadequate job of conserving human labor. Thank you. 

Senator McNamara. Thank you very much. You mentioned in a 
general way the Sault Ste. Marie area. How do you define this area ? 

Mr. James. Sault Ste. Marie is the county seat of Chippewa County. 
It has about two-thirds to three-fourths of the population in the area, 
= these statistics I mentioned cover the whole area of Chippewa 

unty. 

Senator McNamara. You made reference to the fact that unem- 
ployed people should be assisted to move into areas where there is a 
scarcity of labor. Do you have in mind any such areas at this time? 
Are there any areas you know of where we could help to move people 
towhere there are job opportunities ? 


MICHIGAN EMPLOYMENT SECURITY COMMISSION 


_Mr. James. I believe the Michigan Employment Security Commis- 
sion, I believe it is, keeps records and has lists of specific skills that are 
needed in various areas. I think this material could be used for placing 
specific people at any rate. I’m not saying we can lift a whole group 
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of unemployed and set them down in an area, but I think there is a 
need for specific skills that are available and not being used, I think 
this sort of case can be used quite extensively. 

Senator McNamara. Our experience up to now on these hearings 
doesn’t indicate that there are any labor areas of this type where they 
are really seeking people. There is generally no area where any 
number of people can be transferred because of technological changes, 
because of the changes in our types of missiles that the Defense Depart- 
ment is using, and one thing and another. There are job opportunities 
for highly es skilled people, but to retrain people for this 
class of work is a tremendous job and we usually depend upon the 
schools and universities to turn out people trained in these special 
skills. They do fall into the professional groups to a great degree, and 
I think you recognize that. When you talk of retraining, you are not 
talking of any such long range? 

Mr. James. No, it has to be done within the capacities of the persons 
involved. 

Senator McNamara, Thanks very much. Your statistics and recom- 
mendations are a great help. 

Mr. Edward J. Cox was to be here, mayor of Escanaba, and he has 
given us a statement and is sorry he couldn’t get here in person. 

(The prepared statement of Mr. Cox follows:) 


PREPARED STATEMENT OF Mayor Epwarp J. Cox, ESCANABA 


The establishment of a committee on unemployment problems was well 
received by me. The work of your committee is most important, and it is my 
hope that specific action will be taken as a result of your findings to help to 
alleviate this problem. 

In the hope that my small contribution will be of benefit to you I would like 
to emphasize the factors that affect the Escanaba, Mich., area. 

Most important, we believe, is a higher tariff on wood products, steel, and 
iron ore. This area found its growth in the logging, lumbering, and woodwork- 
ing industries, and a good portion of our population is dependent upon wood 
products for a livelihood, although it is no longer the major industry. The im- 
port of Japanese plywood has had an adverse effect upon our veneer mills and 
woodworking operations. The shipment of iron ore out of the Escanaba port 
is an important part of our economy. The railroad brings this ore to Escanaba 
for shipment to the steel mills. This operation embraces a major portion of our 
labor force. The present steel strike affirms this. Steel and ore imports have 
an adverse effect on railroad and ore dock employment. 

In this connection may I insert a personal observation. It appears to me that, 
in some instances, the present tariff is being used to keep American labor in 
line. By that I believe that American capital is investing in foreign countries 
and returning the product for sale in this country at a sale price below a com- 
parable product manufactured in our country. This is an observation. Your 
committee might look into this. 

During a long strike and after a strike is settled, our market is flooded with 
foreign ore, steel, and wood products from foreign countries. Such imports 
have a serious effect on our local labor force. 

Presently, the Small Business Administration is restrictive in that subsidiaries 
of big business cannot be classified as small business. Removal of this restric- 
tion would enable some local businesses to seek aid from the Small Business 
Administration and thereby be helped. 

The Federal Government should undertake a program of research to deter- 
mine the future of low-grade iron ore. This area is blessed with deposits of this 
raw material. Research will find a new future for low-grade iron ore. The 
State of Michigan has acted in this direction through its tax structure. Surely, 
our Federal Government can undertake work on this. 

May I urge greater use of timber products? This area has an abundance of 
timber and through its use employment would be sparked. 
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Good transportation is vital to employment. This area is blessed with rail, 
lake, and air transportation, but we suggest consideration be given to more Fed- 
eral highways over and across the Upper Peninsula. As to airports, it is our 
thought that the Government is doing well on this. 

This area, as all others, is in a competitive market. Freight rates and trans- 
portation rates reflect in the product to the consumer, and this is most impor- 
tant to Escanaba. We ask that this be given a good look by the Interstate Com- 
merce Commission. 

Strikes have an adverse effect upon employment. Considerable thought should 
be given to labor-management relations with consideration being given to es- 
tablishing a committee to promote and urge a better understanding among labor 
and management. 

No doubt investigation has been undertaken on shorter hours or a shorter 
workweek. This would tend to eliminate a part of this problem. 

The above is submitted with the hope that you will explore all means to find 
a solution to this problem. In so doing, you will have performed a memorable 
service to our citizens. 

It is my hope to be present on Tuesday afternoon, November 10. Because of 
a previous commitment I may be late in arriving, but expect to be at the hearing 
about 3 o’clock. 

Senator McNamara. Next is Mr. Ernest. Pearce, president of the 
Union National Bank, Marquette. We’re glad to have you here, Mr. 
Pearce. Do you have a prepared statement for the record? 

Mr. Pearce. I have a prepared statement. 

Senator McNamara. The entire statement will be printed in the 
record at this point, and I will ask you to summarize it. 

Mr. Pearce. Thank you. 


STATEMENT OF ERNEST L. PEARCE, PRESIDENT, UNION NATIONAL 
BANK, MARQUETTE 


My name is Ernest L. Pearce and I am the president of the Union 
National Bank of Marquette, Mich. I am pleased and privileged to 
comment as a lifelong resident of the Upper Peninsula on the employ- 
ment situation in this area. 

One-half of my 60-year working career was spent in the metal 
manufacturing industry and the last 30 years asa banker. During my 
career I have observed the population of the Upper Peninsula slump 
from a total of 336,556 in 1920 to 302,258 in 1950 and, fortunately, 
climb back some since then. The substantial decline in these three 
decades is attributable principally to the exhaustion of our natural 
resources of iron and copper. You should bear in mind that here in 
the Upper Peninsula was the very beginning of the copper minin 
industry in the United States. Our Houghton County was the oubeal 
for “copper” everywhere and has a record of over 5 million tons to 
date. Although the United States exported more copper than it 
imported through the 1920’s and most of the 1930’s, an increasing 
import balance seems probable in the future. But here in the Upper 
Peninsula, though in a small way, we are trying to correct that picture. 
Today, after more than a century of copper mining, over in Ontona- 
gon County is the White Pine Copper Co., forerunner in the produc- 
tion of low grade copper ore. 

Within 100 miles of this city are the great Marquette-Menominee 
and Gogebic Iron Ranges, conspicuous with underground mines, 
which have produced 800 million tons of high-grade iron ore; and 
less than 300 miles away is the famous Mesabi Range with great open 
pit mines which have produced over 2 billion tons of high-grade iron 
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ore. Within 30 miles of this city is the Humboldt operation and, as 
in copper, we have another forerunner in the production of low-grade 
iron ore, and we have enough of that to last more than a generation, 

Then, too, within a radius of 100 miles is to be found one of the 
greatest stands of hardwood timber anywhere in the United States, 
Incidentally, within 70 miles is the new Celotex project, to be the 
forerunner in the use of hardwood for paperboard products. There 
was a time when we feared that our timber resources would soon be 
exhausted, but, due to the foresight of large timberland holders in the 
Upper Peninsula, in the introduction of selective logging, improved 
forest protection, and reforestation, all leading to wise woodland 
management, we are now assured of timber supplies for another gen- 
eration. Nowadays, in this area, forest timber growth each year 
exceeds the amount removed through harvest and loss to natural 
causes. That is the good news that comes from latest official surveys 
of the forest services. All this is a remarkable comeback for the 
forests people once thought were gone for good. 

The announced proposal of the United States Park Service to 
convert some 190,000 acres in Marquette and Alger Counties to forest 
parks would seriously affect the future utilization of the timber. Such 
a move would not be conducive to a good employment situation in 
the next two or three decades in the wood products industry. 

One of the most important of natural resources—one, moreover, 
that renews itself—is water. Our area is adjacent not only to Lake 
Superior but to Lake Michigan. We have unlimited sources of clean, 
cool water. Water is getting to be of paramount importance as an 
industrial resource. I am speaking of process water, not of water- 
power. 

We are not unmindful that our other great asset, the tourist traffic, 
has been of important help in sustaining the employment picture in 
the Upper Peninsula of Michigan. This is increasing yearly and will 
continue by leaps and bounds because of the recreational advantages 
we have to offer, the climate, scenic beauty, and so on. 


EMPLOYMENT SITUATION 


Now, as to the current situation on employment in the Upper 
Peninsula of Michigan, the official figures published by the Michigan 
Employment Security Commission indicate that 3.9 percent of the 
total labor force in the Upper Peninsula was unemployed at mid- 
August this year, as compared with 10.8 percent on August 15, 1958. 
During the early part of that year we were experiencing the same 
recession difficulties that occurred in the Nation. In the comparison 
of figures just presented it should be borne in mind that this year 
5,500 workers are involved in labor disputes, accounting for another 
5.4 percent of the total labor force as of August 15. It is my under- 
standing that workers involved in labor disputes, while part of the 
labor force, are not working at them. 


MANUFACTURING INDUSTRY 


The manufacturing industry reported an increase of employment 
in August of this year over August 1958, while the nonmanufacturing 
industry experienced a decrease from last year, most of which was due 
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to the steel strike, which affected the mining and transportation in- 
dustry in the Uppen Peninsula. The manufacturing industry em- 
ploys a heme age 18 percent of the nonfarm labor force of the 
Upper Peninsula and is the most stable part of it, while nonmanu- 
facturing activities, being more dependent on the weather and sea- 
sonal changes, employ a maximum of 42 percent of the nonfarm labor 
force in the summertime and a minimum of approximately 38 per- 
cent or less in the wintertime. Governmental agencies and establish- 
ments, self-employment and nonfarm unemployment make up the 
balance of the nonfarm labor force. 


IRON AND COPPER MINES 


As previously stated, the iron and copper mines, together with the 
lumber and wood products industries, are basic in the economy of the 
Upper Peninsula. At the present time iron ore mining is experiencing 
severe competition from foreign ores, which is being permanently in- 
tensified by the steel strike. Underground or shaft mining will soon 
be a thing of the past regardless of the iron content or ore deposit 
involved, as the beneficiation low grade ores, easily accessible, are 
developed and improved. The same thing is true of the native copper 
industry in this area. These deposits go down great depths, which 
excludes their removal or mining on account of the cost involved. 
Modern techniques in the treatment and reducing of copper ores have 
already forced a number of the inactive copper mines to close down 
completely. 


LUMBER AND WOOD PRODUCTS 


The lumber and wood products industry in the Upper Peninsula is 
in competition with Canada and Sweden so far as pulpwood is con- 
cerned. From Canada it is transported across Lake Superior, either 
as rafts of logs or by ship. From Sweden it is and will be shipped 
across the Atlantic Ocean to Wisconsin ports. With the Great Lakes 
Seaway now in operation it is believed such importation of pulpwood 
will increase. Several plywood mills in the Upper Peninsula have 
closed down permanently in the past 5 years because of the Japanese 
imports of thiscommodity. Factories producing clothespins and other 
small wooden items can no longer compete with foreign countries 
whose standards of living are below those of America. In this im- 
mediate locality one of the largest of the wood-producing plants is 
strangled because of this foreign competition and also because of com- 
petition with the very small shops in the Eastern States which are not 
susceptible to labor union rates and regulations. Research into the 
utilization of all waste materials, particularly in the lumber industry, 
has produced some results but more needs to be done. The information 
on results of such research is probably not being used and developed as 
widely as is warranted and deserved. 


FOREST PRODUCTS INDUSTRIES AND MINES 


In the forest products industries and mines it is essential that man- 
hours per unit of product be reduced, as has been the case in many 
industries. It is true that this application of new methods will reduce 
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total labor requirements but it’s a must if Upper Peninsula industries 
are to remain competitive. It is conceded that the Cees Peninsula 
of Michigan is a higher labor cost area than most other forested areas, 


EFFORTS TO STABILIZE ECONOMY 


American ingenuity is needed to meet this and foreign competi- 
tion and solve some of these problems, together with more effort to in- 
crease the stable part of our economy. Manufacturing products from 
our raw materials, instead of shipping them to be processed in other 
areas, appears to be the most practical way to build up the economy, 
prosperity, and employment of the Upper Peninsula. 

We are fortunate in our area that in our larger industries we have 
long-established, strong companies that have adequate financing, 
trained management, and years of experience. These firms are all do- 
ing everything possible in research. They are aggressive and are dili- 
gently trying to serve this area in which they are located. We believe 
they will meet the problems with which they are confronted provided 
they are not strangled by unfair taxes and by inflationary conditions. 
We feel they should be given every opportunity for the full use of auto- 
mation and improved technology to enable them to meet the new com- 
petition with which they are confronted. 

I have observed and believe there is data to support the contention 
that our people are more productive on the average than in other parts 
of the country ; that they are more thrifty and frugal, as evidenced by 
the percentage of home ownership and by the fact that the percentage 
of time savings deposits to total deposits in the banks of the Upper 
Peninsula is much higher than in other sections of the State and coun- 


We are fortunate in having in this area splendid educational facili- 
ties for the benefit of our young people and these are fully utilized. 
Unfortunately, however, because of lack of small manufacturing 
plants utilizing our basic raw materials, we lose from year to year 
many of our brilliant young men who are obliged to go to other areas 
for employment. 

We are not impressed with the designation of our particular area as 
a depressed area. Rather, we are, we believe, a most deserving area. 
The figures presented on output of our raw materials over the past 
years are indicative of what has been furnished to our Nation and 
there should be reciprocal consideration and support in the continued 
development of the low-grade resources to produce the future require 
ments of the Nation. The raw materials of iron and copper which 
we still have available, even though low grades, are very essential to the 
Nation’s defense policy and to other Soounumantt procurement pro- 
grams. 

SUMMARIZATION 


In closing I shall endeavor to comment on some of the specific ques 
tions which you stated are to receive your consideration and study. 

(1) In recent years the unemployment trend in the Upper Peninsuli 
has followed the State and Nation. There is nothing special about the 
situation in upper Michigan to set it apart. More intense research 
might show more stability of employment in our area than in the lowe! 
half of the State. 
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(2) The seasonal aspects of forest industries, our transportation 
and construction, make it inevitable that part of the labor force will be 
unemployed during the winter. The corollary of this is a shortage 
of suitable labor during the summer. One of the largest employers in 
this area, for instance, has been unable to find adequate suitable labor 
during summer months in recent years other than 1958. This same 
situation may possibly apply in other industries in the forest. products 
business. Currently, wet weather has been holding up woods activity 
but several hundred workers could be capioved in cutting forest 
products in central ad Michigan during the coming 6 months and 
availability of suitable workers is even questionable. 

(3) You inquire about the adequacy of fact-finding procedures. 
To the laymen some of the figures compiled by the Michigan Em- 
ployment Security Commission on unemployment tend to be mislead- 
ing; a lot of people listed as unemployed are not seriously looking for 
work and others are really unemployable. Workers take advantage 
of the administration procedures and find it easy to refuse jobs as un- 
suitable and they are not obliged to travel even short distances to ac- 
cept a job offer. Woodworkers — the spring breakup and other 
workers during the winter are examples of groups that regard layoffs 
as paid vacation periods. Such tactics result in unfair unemployment 
statistics. 

We are confused further in the findings of the employment com- 
mission, for instance in the comparison in the September 1959 report, 
as follows: 


September September 
1959 1958 





Total Upper Peninsula labor force ‘ 103, 300 


Nonfarm labor force ’ 92, 100 
Unemployment 5 11, 100 


Total employment (including strikers) - , 81, 000 
Unemployment percent of total force ; 10.7 


You will note that in the 1958 recession year 4,200 more people were 
in the labor force than in a good year. Note that good-time full em- 
ployment is only 2,700 more anger than bad time, whereas bad-time 
unemployment is 6,900 more than good-time unemployment. It could 
be that in tough times people return home to rural areas and register 
asunemployed. Furthermore, when times are poor, secondary workers 
ina family register as unemployed, but they don’t work if the main 
breadwinner is fully employed. 

(4) It is the writer’s opinion that private effort can do more to 
alleviate any nonemployment with which we are confronted, provided, 
as previously stated, it is not throttled or choked by high taxes and 
inflationary trends. This naturally requires National, State, and local 
authorities to cut unnecessary expenditures, balance budgets, and re- 
duce taxes. It would seem that the greatest help to this area would 
be the creation of an economic climate in which labor and management, 
with governmental cooperation, would give very possible encourage- 
ment to any efforts to develop an economy for this area which would 
sustain a population of 300,000 or more permanently. 
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Senator McNamara. Thank you very much, sir. We're very happy 
to have your statement. I think you express your point of view very 
clearly. You make reference to unfair taxes and the burden of unfair 
taxes in industry in the Upper Peninsula. Are you talking about the 
existing taxes, or is this an expression of fear of what will happen in 
the future ? 

Mr. Pearce. Inthe future. The existing taxes are bad enough; yes. 

Senator McNamara. But when you say “unfair,” I would take it 
you were comparing it with some other area, or is 1t such a compari- 
son? Whatarea do you have in mind? 

Mr. Pearce. I don’t have particular area in mind. 

Senator McNamara. But you are more concerned with future taxes 
than present taxes, if I interpret your remarks correctly ? 

Mr. Pearce. Correct. 

Senator McNamara. Of course, we’re all concerned with inflation. 
It’s a word that is tossed around rather loosely these days, but it’s 
hard to tie down and define. It doesn’t seem to me the definition of 
inflation that we had previously accepted, where you had too much 
aes chasing too few goods—that is not the kind you are concerned 
with ¢ 

Mr. Pearce. That is not the kind here. 

Senator McNamara. We have not been able to get a reasonable defi- 
nition. We hope to come up with that some time during this series 
of hearings. Thanks again for your fine testimony. 

Now we have Hon. Luther Swanson, mayor of Reennened, 


STATEMENT OF MR. VELIN, IRONWOOD, MICH. 


Mr. Veuin. I’m not the mayor of the city of Ironwood; I’m Mr. 
Velin, substituting for the mayor at the present time. 

Senator McNamara. Very fine. 

Mr. Veurn. I didn’t know until about 10:30 last night that I was 
going to appear here so if you will bear with me, I would like to 
present the data that was presented to me to present here. 

Senator McNamara. Fine, we will be glad to incorporate in the 
record of the committee all of the data that you have, and you may 
proce in your own manner as to whether you summarize or read 
it off. 

Mr. Vetin. There isn’t much to summarize, Senator. 

Senator McNamara. Goright ahead. 


IRONWOOD CHAMBER OF COMMERCE STUDY 


Mr. Vetin. This is a study made up by the Ironwood Chamber of 
Commerce in the study of economic conditions on the Gogebic Range, 
and their source of information was secured by the Michigan Employ- 
ment Service. The unemployed—and I’m speaking directly of our 
situation in Ironwood at the present time—the unemployed as of 
November 1, 1959, were 400. In addition to the 400 there were 1,370 
out on strike. There is an average of 400 in the 38 cities of the area 
of high school students who go on the labor market annually, and 40 
percent of these students go to school and 60 percent go on the labor 
market within the vicinity. Unemployment paid out of the local 
office, our unemployment office in the city, this past year was approx!- 
mately $1,754,000. They wrote 46,850 checks to the unemployed. 
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I would like to quote at this time Mr. Eli P. Cox, director of the 
Bureau of Business and Economic Research of the State of Michigan. 

Michigan’s Upper Peninsula is a vast area of 16,538 square miles, populated by 
slightly less than 300,000 inhabitants. Except for being a part of the same State, 
it has very little in common with the teeming southern part of lower Michigan. 
The Upper Peninsula contains nearly 30 percent of the State’s area and less 
than 4 of 18, compared to 136 for the State as a whole, and to 433 for Michigan’s 
20 southernmost counties. By tip-to-tip measurement it is more than 300 miles 
long and 150 miles wide. It is an area of forests, lakes, and streams. Very 
little land is under cultivation in most areas, less than 4 percent of its total area 
being harvested. Its early history is one of discovery and exploitation of copper 
and iron ore, and later of cutting and marketing its forests. 


(This witness continued to read verbatim the balance of his prepared 
statement which follows his summary in this transcript, and then he 
continued :) 

Then, Senator, I have also a statement compiled by the county board 
of social welfare, and I don’t know whether you want a copy of that 
or not. 

Senator McNamara. We would like to have it for our records. 


SOCIAL WELFARE APPROPRIATIONS 


Mr. Vett1n. I sure would like to leave it with you, but it’s surprising 


_ when you read this statement. I saw it this morning when I came into 


this room and I know that in my own mind in compiling the budget 
of our own county for social welfare it’s only a matter of 4 or 5 years 
ago that we used to appropriate $85,000 for social welfare and relief, 
and so forth, in our county, and today it has grown almost double in 


| size. 


In other words, we appropriate approximately $169,000 from county 
+ funds alone for welfare, and this statement bears it out, and I won’t 
quote all the figures because I’l] leave them with you, but in 1957 the 
» cost of direct relief in the county of Gogebic was in the neighborhood of 
» $90,000, and in 1958, 2 years later, it’s in the neighborhood of $200,000, 
» soit went over double in a matter of 2 short years, and the reason for 
» itis because of unemployment in Gogebic County. 


UNEMPLOYMENT FIGURES 


Now, in 1957 we had an estimated unemployed of 8,160 people 
which averaged out monthly 680 or an average of 10 percent of the 
total population in our county; and in 1959 it was 10,590 unemployed 
or a total of 1,059 monthly which was an average of 15 percent, and 
7 percent unemployed is considered a distressed area, so we have con- 
tinually been over the distressed area percentage for the past 3, 4, or 
Syears. It reflects upon the industry in our area, and listening to the 


; comments that were made here this morning, which I perhaps shouldn’t 


duplicate, but I can’t help but feel that the unemployment situation is 
due to automation, especially in our mills and some of our mines, 
which brings us about down to the fact that the oe who are any- 
where from 45 up have a tough time getting a job if they are laid off 
by the mines, and whenever they close down a mine in our area, as 
Father Cappo stated in his remarks they have closed down several of 
the mines in the area, and after these men attain the age from 48 up, 
they just aren’t able to go back into that industry any more, and there- 
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fore either go on our relief rolls or have to move from our vicinity in 
order to procure work. 

seagate McNamara. Do you accept that they are physically not 
able ? 

Mr. Vettn. No, I wouldn’t say they weren’t physically able, Senator, 
but due to the labor problems that we have to contend with in our 
area, they hire younger people, so these fellows that maybe have 
worked in the mines or the mills for 20, 30 years, if they close them 
down, they’re out, so right at the present time our county is under- 
going a tax reassessment to sort of equalize the tax structure and to 
keep our present businesses going, our present industries going, and 
the county, as a result of lower valuations in mine valuations, that is, 
from the standpoint of the mine liquidating some of their properties, 
have meant a reduced income to the county as a whole and therefore 
makes it difficult for the county to raise sufficient money to keep the 
standard of salaries going or a good way of living. They all tend to 
have their little problems as far as counties or cities go. We’re thank- 
ful, though, to hear that the natural gas may one day come up into 
our area. From what I understand, it is in Superior, Wis. at the 
present time and they intend to go as far as Iron River which is 88 
miles east of us and 120 miles or so to the south of us. Last night our 
commission went on record asking the Public Utilities Commission for 
a franchise in getting natural gas to come into our vicinity, thinking 
that by having it we may induce industry to come up into our area, 
and, believe me, Senator, we try everything we possibly can to get 
something going in our particular area due to the fact that we have 
more or less two industries which is iron and lumber, and when they're 
down, everything is down. 

Senator McNamara. Thank you very much, sir. You make refer- 
ence to 400 unemployed in the Ironwood area in the early part of your 
statement, and you indicate they break up into two groups? 

Mr. VELIN. The 400, sir, are the students who go into our labor field 


annually, graduating. 

Senator McNamara. Become part of the work force? 

Mr. Vettn. They graduate and go into the work force. 

Senator McNamara. You say 60 percent of them work just a short 
time and 

Mr. Vettn. 40 percent go to school and 60 poet are on the labor 


market looking for jobs, and if they don’t find them in our area, they 
have to go elsewhere to look for employment and as a result of it our 
young people are leaving our area and the old people stay there and 
eventually retire and go on social security which isn’t a good physical 
picture for any community to undertake unless we get something new 
and invigorating in the way of industry up in our part of the country. 
We, of course, are in the extreme west end of the State of Michigan 
and sometimes they claim that we’re forgotten, but we don’t let them 
forget us if we can possibly help it. 
Senator McNamara. Maybe that’s why we're here. 
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Mr. Veitn. I appreciate these hearings down here, Senator, so that 
we can give you a little bit of our view. 

Senator McNamara. You indicate that you have more than an ade- 
quate labor supply, and the way you state it, it appears that this is 
really an asset and should attract industry ? 

Mr. Vein. The reason I stated that we have an adequate labor sup- 
ply, Senator, was the fact that we had two or three of our mines shut 
down, men who are physically able to in fact produce a very good day’s 
work and who are in the prime of their life and who are unable to pro- 
cure employment in our area and yet are very good people to have on 
a mageel 

Senator McNamara. Do you think that the Federal Government 
should consider Federal legislation that would discourage if not pro- 
hibit discrimination because of age such as you mention, 48 and up? 

Mr. Veurin. Well, Senator, I believe that a person 48 and up—just 
how far to refer that to I don’t know—but a person 48 years old is in 
the prime of their life and ready to give more, I think more than the 
person who is younger and has to go through the educational phase 
of learning to earn a living. 

Senator McNamara. We have run into this same thing everywhere, 
not just here, discrimination because of age, and it does seem to be a 
real serious problem, and as you recognize by your testimony here, 
these people are able to produce and have had experience and they 
learn work habits, and to just discard them is anything but right from 
any standpoint, and something should be done about it, and this is one 
of the answers we are seeking so we are glad to have your expression 
on it. 


Mr. Veuin. Thank you for being here, Senator. We’re happy to be 
able to appear before such a committee to express our views. 
(The prepared statement of Mr. Velin follows :) 


PREPARED STATEMENT OF Mr. VELIN 


Unemployed—400, November 1, 1959. In addition to the 400, 1,370 out on 
strike. 

There is an average of 400 in 3 cities in the area of high school students who 
go on the labor market. Forty percent of these students go to school. Sixty 
percent go on the labor market in the area. 

Unemployment paid out of the local office in the past year: $1%4 million. 
Approximately $1,754,000. They wrote 46,850 checks to the unemployed. 

Mr. Eli P. Cox, director of the bureau of business and economic research has 
the following comments on Michigan’s Upper Peninsula : 

Michigan’s Upper Peninsula is a vast area of 16,538 square miles, populated by 
slightly less than 300,000 inhabitants. Except for being a part of the same 
State, it has very little in common with the teeming southern part of lower 
Michigan. The Upper Peninsula contains nearly 30 percent of the State’s area 
and less than 4 of 18, compared to 136 for the State as a whole, and to 433 for 
Michigan’s 20 southernmost counties. By tip-to-tip measurement it is more 
than 300 miles long and 150 miles wide. 

It is an area of forests, lakes, and streams. Very little land is under cultiva- 
tion in most areas, less than 4 percent of its total area being harvested. 
Its early history is one of discovery and exploitation of copper and iron ore, 
and later of cutting and marketing its forests. 
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POPULATION 


In any study of the statistics of the Upper Peninsula, the most striking feature 
is that there appears to be a gradual and continuing loss of population. The 
area had a population of 323,544 in 1940. By 1950 it had dropped to 302,358 
and its estimated population for 1958 was 296,500. Furthermore, unless the trend 
is reversed it is expected to drop to about 288,000 by 1970. 

The population loss can be accounted for by a lower than average natural in- 
crease (births minus deaths) and a negative net migration figure, according to 
an analysis made by J. F. Thaden, demographer for the Institute for Commu- 
nity Development and Services, Michigan State University. During the period 
of April 1, 1950, to July 1, 1957, only one Upper Peninsula county, Chippewa, 
maintained a rate of natural increase which equaled the average of the State as 
a whole. The rates within the region ranged from Chippewa’s high of 17.8 per 
thousand of population to Keweenaw’s minus 0.9 percent. 

During the same period, 30,438 more people moved out of the Upper Peninsula 
than moved in. Every county had a minus net migration figure for the period, 
ranging from Houghton’s loss of over 7,000 to Iron’s loss of 10. Since the pre- 
dominantly rural areas of the Nation have been losing population to a bulging in 
the metropolitan areas during recent years, it is not surprising that the sparsely 
settled Upper Peninsula, containing no major metropolis, has suffered from out- 
migration. Net migration in both areas was a minus figure, amounting to 10 
percent of the 1950 population in the former and a 5 percent in the latter. Not 
only were relative losses from migration smaller in the lower area, but it 
showed gains in total population of 6.4 percent from 1940 to 1950, and 3.7 per- 
cent from 1950 to 1958. This compares to loss figures for the Upper Peninsula 
of 6.5 percent and 1.9 percent for the same periods. 

Apparently, then, the Upper Peninsula’s population losses cannot be wholly 
explained by normal gravitation from rural to metropolitan areas, but must 
be partly accounted for by the fact that its employment opportunities are di- 
minishing at an unusually high rate. 

Prof. Paul Strassman, in his booklet, “Economic Growth in Northern Mich- 
igan,” quotes figures which show that productivity per worker in Michigan’s iron 
mines increased by 26 percent between 1952 and 1956. He also estimates that 
employment will be reduced further by 1,000 to 3,000 jobs between now and 1970. 

Manufacturing in the Upper Peninsula is relatively much less important than 
it is for Michigan as a whole. Manufacturing employees make up about 22 
percent of the total wage and salary workers in the Upper Peninsula, as com- 
pared to around 45 percent of the State. Durable goods manufacture employs 
only about 60 percent of total manufacturing workers (compared to around 83 
percent for the State), and about two-thirds of these are engaged in lumber, 
woods products, and furniture production. 

The Upper Peninsula’s main advantages for inducing investment in manu- 
facturing seem to be its production of such raw materials as wood, iron and 
copper; its more than adequate labor supply; its plentiful suppley of fresh 
water; and its water transportation. It’s chief disadvantages are its remote- 
ness from major markets, the distance from which coal must be brought in (plus 
tthe cost of stockpiling it for the months in which the Great Lakes are frozen), 
the lack of water transportation during the winter, and climate-induced high 
construction costs. 

AGRICULTURE 


Agriculture is relatively unimportant in the Upper Peninsula. The total value 
of agricultural output was slightly over $18 million in 1954. The average value 
per county in the Upper Peninsula that year was only about $1.2 million, 
compared to the State average of more than $6.5 million. While there are wide 
differences between the suitability of areas for agricultural production, the 
general picture in the Upper Peninsula is one of shallow, rocky soil, poor drain- 
age, and a short growing season. Due to these drawbacks, and the fact that the 
Nation’s farmers are piling up great surpluses of most crops on more efficient 
land, it is doubtful that agricultural production will be expanded in the fore 
seeable future. 
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TABLE XVI.—Gogebic County Board of Social Welfare 


Estimated Percent Direct relief | Direct relief 
unemployed | unemployed cases cost 


580 $9, 937. 18 

690 f 9, 337. 85 

760 9, 368. 47 

886 11, 406. 15 

670 9, 361. 36 

690 8, 113. 93 

640 q é 5, 849. 14 

610 : 7, 098. 12 

590 5, 989. 35 

660 5) 8, 702. 43 

November 480 9, 245. 83 
December 910 Q 1, 807. 46 
880 2 13, 203. 75 

930 10, 806. 92 

990 YY 16, 023. 64 

1, 380 f 15, 907. 60 

1,320 < 15, 734. 71 

1, 930 19, 419. 80 

y 16, 023. 64 

Se 14, 853. 94 

15, 427. 27 

19, 574. 65 

19, 113.11 

22, 657. 57 

23, 533. 44 

310 20, 980. 73 

327 28, 422. 49 

305 20, 149. 78 

216 15, 433. 47 

182 12, 870. 44 

173 10, 194. 49 

£ 253 13, 217. 77 
September. .- q 349 22, 366. 60 
MEE soak i eninincrnena tenia tauataae 2, 000 : 457 34, 260. 16 





TABLE XVII.—Gogebic County Board of Social Welfare, Nov. 9, 1959 





Estimated | Average Average 
unem- monthly percent 
ployed unem- unem- 

ployed ployed 


8, 160 680 
16, 430 1, 369 
10, 590 1, 059 


Direct relief} Number of} Cost per 
costs cases case 


1957} $94, 409. 90 1,914 $49. 32 
1958 1... 203, 655. 05 2, 892 70. 42 
1959 3 201, 429. 27 2, 888 69. 74 





Direct relief} Average | Percent of 
cases monthly cases 
cases 


1957 1 1,914 159% 
1958 1.27 2, 892 241 
1959 2 2, 888 289 














1 No strike years, 
710 months to Nov. 1. 


In 1958, without strikes, the lowest percent of unemployed in any month was 
12 percent in January. 

In 1959, even with summer work and a large number of the younger families 
leaving Gogebic County, we did not go below 6 percent unemployed. Seven per- 
cent unemployed is considered a distressed area. 
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Senator McNamara. Mr. Harold Matthews is not here but we have 
Mr. Theodore Mattson, mayor of Ishpeming and delegate of the Mar- 
quette County Labor Council. We're glad to have you here, Mr. 
Mattson. Do you have a prepared statement ? 

Mr. Marrson. Yes, I have. 

Senator McNamara. You may summarize in your own manner. 


STATEMENT OF THEODORE MATTSON, MAYOR, ISHPEMING 


Mr. Mattson. I am representing the Marquette County Labor Coun- 
cil which has approximately 4,000 members, and I des am on the 
Marquette County Board of Supervisors, on the Ishpeming City Com- 
mission, and presently I am mayor of the city of Ishpeming. 


UNEMPLOYMENT SITUATION IN MARQUETTE COUNTY 


We find in Marquette County a very critical unemployment situa- 
tion which is getting worse every year. There is no special precise 
definition of unemployment. Our information has been received from 
the Michigan Employment Commission, Welfare Board, and the 
United Steelworkers Union. 

Our current unemployment is a problem for certain industries and 
geographical units. Iron ore mining is the chief industry. From 
the first quarter of 1954 to the fourth quarter of 1959, approximately 
27 percent of the work force in industries and plants have been laid 
off in this area. From these figures in this statement you will note 
we have had a decline in employment since the first quarter of 1954. 

From September 1958 through December 1958 in Marquette Coun- 
ty, employable cases of those receiving direct relief assistance who 
are unable to obtain gainful employment had increased approximate- 
ly 450 percent. Now, that is not the overall relief load but it is those 
whose unemployment benefits had been exhausted and they had to go 
to the last resort and look for direct relief because they could not get 
any employment in the area. 

I would like to state at this time, especially in Marquette County 
area we do not have what you call a tramp employment. We do not 
have fellows that jump from job to job. We have fellows who have 
established homes in the area, have raised families, and now I know 
with the last layoff in the Cleveland-Cliffs of 111 men which I don’t 
think were included in the figures I just gave, the seniority went back 
as far as 12 years, as our figures showed the unemployment situa- 
tion. 

I would like to state a little more in regard to this welfare, being 
on the Marquette County Board of Supervisors. I was not here in 
the first part of the hearing this morning, but I understand the mayor 
of Marquette—of course, I am taking my figures on an overall area 
of Marquette County—stated they did not have a labor problem in 
Marquette. The mayor of Marquette as well as myself are on the 
Marquette County Board of Supervisors. It’s a little better than 
a year ago. We knew in our welfare department we had an $86,000 
deficit. We had to go to the voters in the county asking for two 
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additional mills for our welfare purposes in order that our welfare 
board would be able to operate. This was voted on by the people 
and passed, and thank goodness, with the number of layoffs we have 
had. I don’t know just what some of these people would do. 

We are living in an area where we have long severe winters and 
the cost of living is as high as any place in the world. We have 
fuel to pay for 9 months out of the year, we have to buy heavier 
clothes not only for ourselves but for our children as well, and last 
year I believe we had one of the coldest winters we have had in the 
past 50 years. We had several months of below zero weather and 
with the number of people unemployed, it was very difficult for these 
people to see their way through. 

Automation is definitely a factor in the unemployment. Immediate 
action should be taken by the Federal Government to set up a dis- 
tressed area program throughout the country. There are a lot of 


' industries that don’t care to hire anybody over the age of 35. 


I have heard this morning a lot of discussion here by management 


| inregard to foreign ores. We all talk about what is causing a hard- 
| ship on the country, competition, still it seems to me that it is the steel 


corporations and these mining companies that are investing this huge 


' amount of money into the foreign countries, and when the buying 
} power is gone from the country where is the buying market? In 1929 


we had a different picture than today. Everybody practically was out 
of work where today a youngster from one home has nothing in his 
pocket and sees a youngster across the street have money in his pocket, 


_ and that is the situation we are facing today. That is why a public 


works program is urgent throughout the distressed areas. 


EDUCATIONAL BENEFITS 


Educational benefits should be extended to all men who have served 


| in the Armed Forces and receive an honorable discharge; that don’t 
_ have an opportunity of attending college. If they knew through the 


' service they had an Ss of attending school when they get 
- out, our service would be 


much more inviting for these young men. 
We may be missing the boat on the capabilities of a lot of young men. 


' It has been proven the Korean war and Second World War that they 
are better students than entering college right from high school, and 
| [believe this deserves very serious consideration in Washington when 
» you gentlemen go back with your report. 


We have also heard a lot of talk about the tourist business through- 


| out the area, tourist attraction. It is only a handful of men that 
_ thrive off the tourist business. I have talked to various small busi- 
» hessmen throughout the area during the recent strike. I stated to 
» them, “I understand you fellows had a very good tourist business 
» here in the area, this past year, you all thrive off the tourist business,” 
, and they said, “If it wasn’t for the industrial plants, we may as well 
» all close our doors and go home.” 


Senator McNamara. We are very happy to have you here and you 


|) may be sure you have been very helpful and your recommendations 
will be given very serious consideration. 
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(Mr. Mattson’s prepared statement follows :) 


PREPARED STATEMENT OF MAyor THEODORE MATTSON 


We find in Marquette County a very critical unemployment situation which 
is getting worse every year. There is no special precise definition of unemploy- 
ment. Our information has been received from the Michigan Employment Com- 
mission, Welfare Board and the United Steelworkers Union. 

Our current unemployment is a problem for certain industries and geographi- 
eal units. Iron ore mining is the chief industry. From the first quarter of 
1954 to the fourth quarter of 1959, approximately 27 percent of the work force in 
industries and plants have been laid off in this area. The following figures show 
we have had a decline in employment since the first quarter of 1954: 

Employed 

1st quarter of 1954 

3d quarter of 1954 

4th quarter of 1954 

1st quarter of 1955 

All of 1956 and 1957 

1st quarter of 1958 

4th quarter of 1959. 


From September 1958 through December 19588 in Marquette County employ- 
able cases of those receiving direct relief assistance who are unable to obtain 
gainful employment had increased approximately 450 percent. 

As our figures show, the unemployment situation is getting worse every year, 
Three hundred men who had their homes established here and their unem- 
ployment benefits exhausted, have been forced to leave the area to seek employ- 
ment elsewhere. 

Automation is definitely an economic factor in the incidence of unemployment. 
Changing population patterns, transportation requirements, wage patterns, or 
proximity to raw materials have nothing to do with the unemployment situation. 
Natural gas is coming into the area and there is an abundance of water. 

The national defense policy and other Government procurement programs are 
important in the problem of unemployment. 

The long and severe winters, remote markets and corporation-owned lands 
are economic factors in the problem of unemployment. Because of the severe 
winters a number of jobs are only seasonal. 

Unemployment benefits must be extended. 

The Upper Peninsula, which includes Marquette County, is a distressed 
area because of the great number of unemployed and the long and severe winters. 
Immediate action should be taken by the Federal Government to set up a public 
works program in distressed areas throughout the country. 

The Government must encourage other industries into the Upper Peninsula, as 
natural gas is coming into the area and there is an abundance of water. 

The Federal Government can alleviate some of the present unemployment 
by lowering the social security age to bring earlier retirements and shortening 
the workday or week. Something should be done about industry’s reluctance 
to hire men of 35 years of age and over. 

Educational benefits should be extended to all men who have served in the 
Armed Forces and to those who now are serving or will serve and receive an 
honorable discharge. It is much more economical and beneficial to this great 
country of ours to have our colleges filled to capacity than to have our prisons 
overcrowded. 

Colleges have proven that a discharged serviceman is a better student than 
one who has means of going immediately upon graduation from high school. 
This country today has a shortage of teachers, doctors, scientists, and other 
fields which require a college education. 

We want to thank your committee for coming into our area and giving us 
the opportunity of appearing before you and hope this letter will be of assist- 
ance to you and that your work will be successful in alleviating the present 
unemployment situation. 


Senator McNamara. Mr. Carlos Wenberg, village president, 


Houghton, has sent a telegram indicating that due to an attack of 
influenza he is unable to be present. It will be printed in the record 
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at this point (referring to Wenberg’s report), together with the 
telegram. 

HovuGnHurTon, MICH., 

November 9, 1959. 

Hon. EvGENE McCarTEY, 
U.S. Senator, 
Chairman, Special Senate Committee on Unemployment, 
Marquette, Mich. 

Due to an attack of influenza, I will be unable to attend the Senate special 
committee hearing Wednesday afternoon. I will forward my report when com- 
pleted upon receipt of mailing address from you. 

To you and your committee I wish every success in your undertaking and trust 
that I may still be of some service to you. 

CARLOS B. WENBERG, 
President, Houghton, Mich. 

Next we have Mr. Royce Koskinen, director-supervisor, Houghton 
County Department of Social Welfare. We are glad to have you 
here, sir. You have a prepared statement, I see. Will you see that 
the reporter has a copy? We would like you to summarize it and 
proceed in your own manner. 


STATEMENT OF ROYCE KOSKINEN, DIRECTOR-SUPERVISOR, 
HOUGHTON COUNTY DEPARTMENT OF SOCIAL WELFARE 


Mr. Koskinen. Many of the comments I have made here have al- 
ready been aired this afternoon, particularly those relating to the 
rapidly growing age of population in this area and so perhaps I had 
better skip through this. 

Senator McNamara. All right, sir. 


LONG-TERM UNEMPLOYMENT WELFARE COST AND FFFECT ON FAMILIES 


Mr. Koskinen. I was asked to speak on the effect of long-term un- 
employment on welfare cost and the effect on families who have to 
receive welfare over a long period. We began to feel the pinch of the 
business recession in the fall of 1957. Within a short period of months 
we lost approximately 800 jobs in Houghton County when the two 
major copper producers curtailed their forces, a copper wire pro- 
ducing company closed its doors, and then there was also loss of 
employment in related services such as electrical and woods industries. 
Since then there has been a slight improvement in unemployment and 
it is now estimated at 600. A large copper producer in a neighboring 
county picked up a number of our unemployed, and we also lost some 
through their moves to more productive areas. On the basis of an 
unemployed register of 600 people, we weren’t too badly hit statisti- 
cally through the long-term unemployment. 


BREAKDOWN OF CASELOAD 


T have broken down our relief caseload and find that of 271 cases, 
only 88 of these had family heads that were fully employable, 69 
family heads were employable for moderate light work, and in 114 
cases the family heads were not employable. However, one of the 
alarming things is that the ratio of family cases is increasing rapidly 
over those of single cases. In normal times we will have an average 
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monthly caseload of approximately 225 people. These are primarily 
chronic people with some degree of disability or else in their late fifties 
or early sixties and unable to find employment, but now we have many 
fairly young men on our relief rolls too. One of our big problems in 
the county is that based on the 1950 census, 12.5 percent of our county 
population was 65 years of age or over. 

Our population has dropped from 40,000 in 1950 to 38,000 in 1957, 
and although we don’t have statistics to show it, we are confident that 
the population of aged people has increased because the people we have 
lost are the young ones who have left because there was no work. 
Ordinarily when an employable client applied to us for public relief, 
we looked upon it as a temporary, nonchronic need to fill a void be- 
tween jobs. Now, due to unemployment, we must look upon each 
applicant as a potential long-term relief client. We have some turn- 
over because of temporary employment, such as picking strawberries 
or potatoes, but despite this we averaged 45 applications a month last 
summer and anticipate as many as 80 a month in later winter and 
early spring as seasonal employment ceases. We will not. be sur- 
prised to have a peak relief caseload of 500 this winter. In more 
than 300 of these cases the family head will be employable for some 
sort of remunerative labor. 

We must bear in mind that many of the people we serve through 
public relief are marginal. Their income, when they were employed, 
was not much greater than their relief grants. They are inadequate 
in many ways, some are constitutionally inadequate, vaguely neurotic, 
unproductive, or below normal in intelligence. They are people who 
are employed when labor is at a premium but they are the first to lose 
their jobs when employment declines. They are people whom we will 
have to help along, at least sporadically, as long as they live, and 
then we have a minority who have reached early middle age and can- 
not. find another job because they are no longer young and do not 
have a highly marketable skill. 

Many of the people we have been discussing have been idle for the 
most part for 2 years, and while we thought of them as interim pub- 
lic assistance cases, they have become chronic. Public relief becomes 
a way of life to them because it offers a guaranteed, stable standard of 
living and affords them some security which they did not enjoy be- 
fore. Further, long-term idleness seems to breed a contempt for work 
among many of these people, and it can be as habit forming as tobacco 
or alcohol, and after several years, can have the same effect on the 
person who initially wanted work badly. 

Our problem is if we are not able to provide work here, how can 
we finance moving them to another area ? 

Thank you very much. 

Senator McNamara. Thanks very much, Mr. Koskinen. I see you 
have an appendix attached to your statement and that will also be 
made a part of the record at this point. Your very excellent testt- 
mony is very helpful and we will give it every consideration in con- 
sidering the problem. 


quati 
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(Mr. Koskinen’s prepared statement follows :) 


PREPARED STATEMENT OF Royce G. KOSKINEN 


In the fall of 1957 Houghton County began to experience a business recession 
which has had a positive effect upon public welfare expenditures in the county. 
The recession was marked by substantial reductions in the labor forces of two 
major copper producers in the area, by the closure of a copper wire producing 
company, by the temporary curtailment of operations by a copper reclamation 
company and by reduced employment in related services, such as woods indus- 
try. According to estimates we lost more than 800 jobs in the area over a 2- 
year period. More recently there has been a decrease in the unemployed labor 
force caused by an absorption of some laborers by a copper producer in a 
neighboring county and by an exodus of marketable labor to more productive 
areas. Unemployment in the area is currently estimated at 600. 

As the attached chart, “Characteristics of Public Relief Families,’ will show 
only a relatively small number of the employed are reflected in our statistics. 
At the close of business on September 30, 1959, we had extended public relief 
to 346 families during the month. In 75 of these cases the assistance amounted 
to supplemental relief granted to unemployable persons who were also receiving 
categorical assistance, such as old-age assistance, aid to the disabled or aid to 
dependent children. Of the remaining 271 cases, 88 had family heads that 
were fully employable, 69 had family heads that were employable for light work 
and in 114 cases the family heads were not employable. 

An accompanying chart, “Comparison of Public Relief Characteristics,” pre- 
pared for the years 1956 through 1959, will show that there has been a steady 
increase in the number of cases serviced per month, in the total and average 
costs per month and in the ratio of family to single person cases. The year 
1957 is not true to trend, as it represented a year in which there was a 10-year 
low in cases serviced and a similar low in family cases granted public relief. 
This was indicative of a high level of employment during the year. Nor are 
several years prior to 1956 statistically true since they represented a period 
when public relief grants were based on minimum standards that did not recog- 
nize the increasing cost of living. 

The loss of local employment that began in late 1957 did not begin to affect 
us seriously until early in 1958. Since that time, as unemployment compensa- 
tion benefits were exhausted and as family heads were unable to find anything 
but short-term odd jobs, our relief caseload and attendant costs have increased 
rapidly. It is particularly alarming to note the increase in the ratio of family 
cases to single person cases and the ratio of cases in which the family head 
is 40 years old or less to those 41 years old or more. This last factor supports 
studies made by our State universities showing that, in 1950, 12.5 percent of 
Houghton County’s population was 65 years of age or older, as compared to a 
statewide average of 7.2 percent, and tends to support estimates that the majority 
of our people are in the age bracket over 40 years old. This is also in line with 
estimates that our population has been reduced from nearly 40,000 people in 
1950 to little more than 33,000 in 1957, largely because our younger people find 
it unproductive to live in a sterile area. 

Ordinarily when an employable client applied to us for public relief we looked 
upon it as a temporary, nonchronic need to fill a void between jobs. Now, be- 
cause of stabilized unemployment, not including labor disputes, we must look 
upon each applicant as a potential long-term relief client. We have some turn- 
over because of temporary employment, such as picking strawberries or potatoes, 
but despite this we averaged 45 applications a month last summer and anticipate 
as many as 80 a month in later winter and early spring as seasonal employment 
ceases. We will not be surprised to have a peak relief caseload of 500 this 
winter. In more than 300 of these cases the family head will be employable 
for some sort of remunerative labor. 

We must bear in mind that many of the people we serve through public relief 
are marginal. Their income, when they were employed, was not much greater 
than their relief grants. They are inadequate in many ways, even though we 
must look upon them as employable people. Some are constitutionally inade- 
quate, or vaguely neurotic, or unproductive or below the normal in intelligence. 
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They are people who are employed when labor is at a premium, but they are the 
first to lose their jobs when employment declines. They are people whom we 
will have to help along, at least sporadically, as long as they live. We have 
others, a minority, who happened to be caught in retrenching industries, who 
have reached early middle age and who cannot find another job because they are 
no longer young and do not have a highly marketable skill. 

There are a number of problems that we in Houghton County have to face, 
Many of the people we have been discussing, productive to some degree, have been 
idle for the most part for 2 years. The people whom we thought of as interim 
public assistance cases have become chronic. Public relief is rapidly becoming 
a way of life to them because it offers a guaranteed, stable standard of living 
that they did not enjoy before. It has become a guaranteed wage to many peo 
ple who have not enjoyed security since this area began its decline 10 years ago. 
We have another problem in that long-term idleness appears to breed a contempt 
for work among many of these people. It can be as habit forming as tobacco or 
alcohol and, after several years, can be just as effective against the person who 
initially wanted work badly as it can be against the marginal person. 

If we are to assume that we cannot provide remunerative work for these peo- 
ple, then we must face the problem of relocating them. This in itself creates a 
problem for people who have their roots here, who have no particular market- 
able skills and who are statistically beyond the trainable and industrially ac- 
ceptable age as are the majority of our unemployed. Unless we can provide 
work here, where shall we send them? How shall we finance it? 

There are intangible effects as a result of long-term unemployment that we 
eannot begin to measure. For example, we can only guess at the effect on a 
family of living for a long period on the subsistence standards that public wel- 
fare is able to provide. We know, of course, that long-term deprivation of ade- 
quate diet, heat, and clothing can be physically damaging. We believe it is also 
psychologically damaging, both to the person who faces the problem of trying 
to maintain his identity as a family head and to the youngster who is deprived 
of regular good meals, decent clothing, an occasional movie or even a TV set. 


Characteristics of public relief families 


Total number of cases that receive direct relief in September 1959 346 

Total number of these cases in which supplemental relief was granted to 
categorical assistance cases 75 

Balance—Number of cases receiving full relief in September 1959 

Number of these cases in which the family head is fully employable. 

Number of these cases in which the family head is employable for light 
work only 

Number of these cases in which the family head is unemployable for 
physical or mental reasons 

Number of these cases in which the family head is 15 to 40 years of age__ 

Number of these cases in which the family head is 41 to 65 years of age__ 


Comparison of public relief characteristics 


Average number of cases per month 255 202 4 403 
Total yearly cost $219, 155.24 | $169,077.16 | $298, 860. $381, 951. 21 
Average monthly cost ail $19, 262. 93 $14, 089. 76 ® $31, 829. 27 
Average monthly cost per case $75. $69. 75 E $78. 8 
Family cases (2 or more persons per family) - -_- ‘ 1, 000 2, 768 
Total number of persons included in family ‘6 1200 

, 813 L 2 


1, 428 7 2, 074 





1 10-month average plus 2-month estimate. 
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STATEMENT OF HON. EINAR ERLANDSEN, MEMBER, MICHIGAN 
STATE LEGISLATURE 


Senator McNamara. I see at least one of our State representatives, 
Mr. Erlandsen, is still here. You made some reference in your testi- 
mony this morning, either you or Louie Mezzano, to some legislation 
that was introduced in the State. Do we have a copy of that legisla- 
tion here so we can incorporate it into our records? Is this the bill 
that you and Louis cosponsored to set up a study of possible further 
use of natural resources in the Upper Peninsula ? 

Mr. Ertanpsen. I think the bill you have reference to is the bill we 
introduced and was passed by the legislature in reference to beneficia- 
tion of low-grade ore, and Mr. Mezzano made reference to that in his 
statement this morning and it is incorporated in his remarks. 

Senator McNamara. We don’t havea copy of the bill, do we? 

Mr. Ertanpsen. No. 

Senator McNamara. Anyway it is furnished so we can include it in 
the record. Has the committee been established ? 

Mr. Ertanpsen. Yes; and it is still functioning. We are going to 
meet again within a week or two for the purpose of holding further 
hearings in the Upper Peninsula, and Mr. Mezzano referred to that 
statement as a result of this coming hearing, that he would furnish 
acopy of that. 

Senator McNamara. We would like to get any progress report your 
committee has. We think it is something that will be very helpful to 
the committee, and I am sure it will bring some help to the Upper 
Peninsula. 

Mr. Ertanpsen. Either Mr. Mezzano or myself will furnish a copy 
of the bill in regard to beneficiation of low-grade ore and water rights 
and copies of the results of the forthcoming hearings. 

Senator McNamara. Thank you very much. 


| STATEMENT OF DANIEL STURT, MICHIGAN STATE UNIVERSITY 
EXTENSION SERVICE 


Senator McNamara. Next we have Mr. Daniel Sturt, Michigan 
| State University Extension Service. We are glad to have you here, 
sir. Do you have a copy of your statement for the record ? 

Mr. Srort. Yes, sir; I have. 

Senator McNamara. We will be glad to have the material you have 
furnished here printed in the record at this point, and you may 
proceed to summarize it. 

Mr. Srurr. I have about 10 minutes worth here; I think. 

Senator McNamara. Very well. 

Mr. Srurr (after reading his prepared statement). Help is needed, 
and then I would like to refer you to a report which we recently put 
out and have it attached to my statement. 
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Senator McNamara. We will be happy to make this part of your 
record and statement. You may be sure we appreciate your appear- 
ance here. Has the role of the extension division and county agent 
changed substantially in the past 15 years ? 

Mr. Sturt. It hasin the Upper Peninsula. 

Senator McNamara. In what way ? 

Mr. Sturt. In the Upper Peninsula he has available to him various 
resource people that were not available to him before and to a degree 
is serving the whole county. 

Senator McNamara. You work closely with the agent ? 

Mr. Sturt. That is right. 

Senator McNamara. And overall there has been an improvement in 
the service ? 

Mr. Sturt. We think we have a considerably improved service. 

Senator McNamara. Do they attempt in any manner with the 
county agent to devise programs to help people, rural farm youth, 
for adjustment in urban areas ? 

Mr. Sturt. To the degree that we have resources, we do. 

Senator McNamara. You have very limited resources ? 

Mr. Sturt. We do some training, for example, to prepare young 
people to work in the tourist and resort industry and that sort of 
thing. We do quite a bit in the area of guidance and counseling where 
the schools are not able to do this sort of thing. 

(The prepared statement of Mr. Sturt follows:) 


PREPARED STATEMENT OF DANIEL W. Sturt 


The problems of unemployment and underemployment strike at the heart of 
the difficulties encountered by many citizens in this area. The rural resource 
development program currently underway in the Upper Peninsula is attempting 
in a variety of ways to come to grips with these problems. 

This program is an education-in-action effort designed to assist people in an 
educational way in helping themselves. The Upper Peninsula program is a part 
of the national rural development program aimed toward assisting lower income 
rural areas. While the Extension Service of Michigan State University has ex- 
ercised leadership in carrying out this program, many agencies and institutions 
are cooperating. 

The extent of unemployment and underemployment.—The economic data sheet, 
as compiled by the Research Division of the Michigan Economic Development 
Department in June 1959, shows a civilian labor force for the Upper Peninsula 
in 1958 as 98,200, with nonfarm employment being 77,000. This leaves some 
21,200 either unemployed or employed in agriculture. Unemployment was given 
as 10.5 percent of the total labor force, or approximately 10,000, which suggests 
that some 11,000 or more were employed on farms. 

As significant, if not more so, than unemployment is underemployment—that 
is workers being employed in jobs where they are not nearly as productive as 
they might be in other employment. There are no available estimates on the 
numbers grossly underemployed, but it is believed to be several thousand. 

Population changes.—Pepulation growth has not kept pace with growth in the 
rest of Michigan and throughout the United States. On the contrary, population 
has been declining, having declined 7 percent from 1940 to 1950, and 1.6 percent 
from 1950 to 1957, according to the Michigan Economic Development Department 
report. Some hold that this population decline has recently been reversed. 
However, population projections by S. F. Thaden of Michigan State University 
forecast a population decline in the years ahead (see tables 1 and 2). 

Also important is the fact that there tends to be a greater than proportionate 
share of older people in the Upper Peninsula when compared with the State as 4 
whole. This has occurred as younger people have moved out of the area il 
search of employment elsewhere. 

Population summaries indicate that Michigan’s Upper Peninsula has about 
13,000 more than its proportionate share of people in their less productive ages 
(between zero and 19 years of age, or Over 65 years of age). In like manner 
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Michigan’s Upper Peninsula has less than its proportionate share of people in 
their more productive ages (between 20 and 60 years of age) (see table 3). This 
has meant that, compared with youth importing areas, young people in the 
Upper Peninsula carry a disproportionate share of the social and financial burden 
of caring for younger and older citizens. This fact further amplifies the impact 
of the unemployment and underemployment problem. 

Farmers and farming.—The story of American agriculture is one of increased 
capital requirements and greater technology coupled with increased size of farms 
and less manpower. As this has happened more manpower has been made avail- 
able to produce nonagricultural products. The movement by farm people to 
nonfarm employment is occurring constantly, but, most economists would agree, 
not rapidly enough. Thousands of farm families with very low incomes, who 
are not as productively employed as they might be and who have not made this 
shift as yet, inevitably will move in the years ahead. It was the lag in this ad- 
justment which brought the national rural development program into being. In 
the struggle for survival in a highly competitive business, the smaller farm, the 
poorer manager, the one less favored with regard to weather and with regard to 
proximity to markets and the like, finds it hardest to compete. The Upper 
Peninsula is such an area. This economic picture is reflected in the farm and 
home accounts of 80 farms, which show an average annual labor income, return 
to the farmer for his labor and investment of $1,371 for each of the past 3 years. 

Farm numbers continue to decline at a rate greater than throughout Michigan 
generally (see table 4). This is occurring in spite of limited opportunities for 
employment elsewhere. Eight percent of our farmers have placed their land in 
the soil bank, a far greater percentage than in the State at large. More and 
more farmers will be available for part-time or full-time employment either here 
or elsewhere. Unless jobs are found for these people, underemployment and un- 
employment will continue to grow, even if the number of nonfarm jobs remains 
at its current level. 

In one Upper Peninsula community the establishment of a new industry 
brought employment opportunities to only one out of every six farmer applicants. 
There were just not enough job opportunities to go around. Those who were hired 
were the most able and those with greater potential for the jobs to be done. 

Possibilities for new employment.—The recent study “Economic Growth in 
Northern Michigan,” by W. Paul Strassman of Michigan State University. points 
to many of the reasons why the tourist and resort business is likely to be the 
only segment of the economy in the Upper Peninsula which will enjoy con- 
siderable growth in the years ahead. This $138 million business is to a large 
degree seasonal, but it is destined to thrive for those same reasons that rally 
against the development of industry and agriculture—a part of which is dis- 
tance from population centers and distances between individual producers. 
Some very outstanding scenery is also a heavy drawing card, and the tourist 
and resort business is expected to double by 1975. The development of some 
related industries appears to show some promise, such as craft shops of various 
kinds. 

Eighty-five percent of our land is in forests and an increasing amount of raw 
materials are available. However, prices for wood have not been such as to 
encourage good management practices on many of the small woodlots. Should 
there be markets for more wood of all kinds, particularly at prices which would 
encourage harvesting, this would represent a potential for considerably increased 
employment. 

The increased production per man-hour in mining, when considered with other 
economic developments in the mining industry, suggests that opportunities for 
greater employment in this industry are not likely to occur. 

Resource adjustment.—All of this points toward some real needs in the area 
of resource adjustment, a realinement to correct an imbalance between people 
and jobs, an imbalance that is likely to worsen as time goes on unless still more 
positive steps are taken to correct it. Outmigration comes as a shock to some. 
but many find it preferable to unemployment or underemployment. What is 
more shocking is the outmigration of people who are not as well prepared to 
hold new jobs as they might be. 

A lack of education and skills is the basic barrier to fuller employment. The 
educational level for adults in the Upper Peninsula counties is considerably 
less than the State average. In 8 of the 15 counties the percent of persons 25 
years old and over who have completed less than 5 grades is more than twice as 
high as the State average of 7.7 percent (see table 5). 
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Michigan’s Upper Peninsula has 68 school districts which conduct K-12 pro- 
grams and enroll nearly 17,000 students in grades 9-12. College preparatory 
programs are conducted by all of these schools but relatively few schools make 
a systematic attempt to prepare those students not planning to go to college 
for employment immediately after graduation, other than those entering office 
occupations. 

In general, vocational education programs, less than college level, for adults, 
are not now offered in the Upper Peninsula either by the public schools or 
colleges or universities. A recent study of vocational objectives held by 100 
seniors, who will graduate from 1 high school here in the Upper Peninsula next 
year, showed that nearly 50 percent have a desire to go to college. About 10 
percent plan to enter military service, 30 percent have a desire to enter a job 
which will require some post-high-school education, and the other 10 percent 
want to get a job. They have no specific job in mind and expect to go to some 
other community to get a job. 

There is a great need for more and better vocational guidance and counseling 
to be made available to our young people here in the Upper Peninsula. They 
also need opportunities to develop those skills, attitudes, and understandings 
which will help them compete with others in the labor markets, both here within 
the Upper Peninsula and in other areas. 

The expected growth and development of the tourist and resort business will 
command an increasing number of persons with skills in the management and 
service fields. The existing resources available to the people of the area are 
insufficient to do the job satisfactorily. 

In addition to the lack of education and skills, other barriers to seeking jobs 
in other areas include lack of knowledge of jobs in other areas, fear of leaving 
friends and relatives, as well as inadequate cash to make the move. It would 
appear that intense regionalism and content with things as they are tend to 
discourage migration, and also often serve as a rationale for failure to engage 
in change. 

Area redevelopment.—It is believed that a broad program of area redevelop- 
ment and resource adjustment would be in order. Such a program would assist 
local agencies and organizations in promoting new employment opportunities 
in the area along realistic lines. Such a program would foster the development 
of extensive training efforts to better prepare people for more productive em- 
ployment either here or elsewhere. For many youth, college training is a 
sensible answer. For those people who wish to move, better training should 
facilitate the overcoming of other barriers to new jobs in more highly indus- 
trialized communities. Oftentimes, such a program cannot be financed by those 
areas with a low tax base, that are already bearing the brunt of providing the 
services for training the young and caring for the older citizens, while many of 
those who are most productive give their productive years to some other 
community. Recipient communities are not likely to pay for this added social 
and economic increment. This, then, becomes a logical role for government. 

What this report may lack in optimism is made up for in realism. Much is 
being accomplished. Many agencies, institutions, and others are making progress 
in overcoming some of these obstacles to resource alinement; however, this is a 
monumental problem and additional help is needed. For a description of some 
of the efforts currently underway to assist the people of this area through the 
rural resource development program, I refer you to the attached report. 


TaBLE XVIII.—Population and projected population in Michigan and Upper 
Peninsula, 1940-70 


[In thousands] 


Michigan 
Upper Peninsula 


Source: 8S, F. Thaden, Michigan State University. 





UNEMPLOYMENT PROBLEMS 


TABLE XIX.—Net migration! from Upper Peninsula counties, 1950-57 


Marquette 
Dickinson Menominee 
Gogebic Ontonagon 
Houghton Schoolcraft 


1 Net migration is the sum of total population change and the excess of births over deaths. 
Source: S. F. Thaden, Michigan State University. 


TaBLE XX.—Percent of males in age groups in Michigan’s Upper Peninsula and 
balance of Michigan, 1930-50 


1930 1940 1950 


Age Group 


Upper Michigan Upper Michigan Upper Michigan 
Peninsula Peninsula Peninsula 
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Source: B, Moots, Michigan State University. 


TaBLE XXI.—Farms in Upper Peninsula counties and Michigan, according to 
U.S. census figures 


Upper Percent Percent 
(15 counties) Peninsula decrease decrease 


from 1935 from 1935 


12, 317 
13, 095 


47557— 60--pt. 3-9 
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TABLE XXII.—EHducation levels for persons 25 years old and over in Upper 
Peninsula counties, 1950+ 
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“ gonen U.S. Bureau of the Census, quoted in “Michigan Statistical Abstract,’’ 2d edition, 1958, pp, 


(Following are excerpts from the brochure entitled “Michigan’s 
Upper Peninsula Rural Resource Development Program.) 


MICHIGAN’S UPPER PENINSULA RURAL RESOURCE DEVELOPMENT PROGRAM 


THE RURAL RESOURCE DEVELOPMENT APPROACH 


For a clear picture of the Upper Peninsula’s rural resource development pro- 
gram, We need to first review today’s economic and social trends which affect the 
Upper Peninsula area, as they do most rural areas of our Nation. 

Several factors have resulted in the socioeconomic structure of rural and 
urban areas becoming closely entwined : today’s bigger, more specialized farmers 
have. become more dependent upon urban suppliers and buyers; farm people have 
sought off-farm employment; communications and transportation have greatly 
improved; and the structure of the family unit has changed. 

Of other than economic significance is the sociological interdependence of rural 
and urban communities. Families look to the community to perform many serv- 
ices that once were provided by the home, school, and church. Rural families 
are a part of this trend, and the result has been a closer tie sociologically be- 
tween the rural community and adjacent urban areas which provide these 
increased services. 

All of these changes have taken place, with certain variations in the Upper 
Peninsula. Increasing competition from production areas more favored with 
regard to soils, Climate, and proximity to market has caused many farmers to 
look for additional sources of income from such enterprises as tourist and resort 
establishments or small industries. In many cases, it has been necessary for 
people to move to other areas where employment opportunities are greater. 
This particularly true of younger people. 

The small number of towns and sparsity of population makes this essentially 
a rural area, This, coupled with the interplay of rurai and urban living, sug- 
gests that the most effective educational program will be one that is geared 
to the whole community and the whole economy. 


The greatest resource 

People are the Upper Peninsula’s greatest resource—300,000 of them, young 
and old. Many are children or old people since there is a tendency for young 
working people to migrate to other areas where job opportunities are more 
plentiful. 

The people have problems, ranging from the need for more income opportl- 
nities and ways to make the most of that income, to better schools, roads, 
hospitals, and health care, and zoning for progressive land use. Better recrea- 
tional opportunities for youth, use of leisure time, and more satisfying relation 
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ship within the family and community are all major concerns, In addition, 
people want to develop a better understanding of themselves. 


The evolution 


The beginning of the cooperative extension service in the Upper Peninsula 
dates back to 1911, when an agricultural agent was appointed in Iron County. 
Gradually, with the State’s permission to counties to appropriate funds for ex- 
tension education, and with the Smith-Lever Act, which provided Federal funds 
for educatonal assistance to rural people, cooperative agreements were made 
between the U.S. Department of Agriculture, Michigan Agricultural College, 
and county boards of supervisors. County extension offices were established 
and jointly financed to provide free educational services to the people. 

Thirteen county offices were established with approximately 25 staff members, 
a number of whom were home economics and 4-H workers. Some county offices 
were staffed with only one agent, others with three. 

A district office providing specialist and administrative assistance to the 
county field staff was established in Marquette in 1912. In time, specialists 
became available in such fields as agricultural economics, crops, soils, forestry, 
livestock, and horticulture. Through this district office, the resources of Mich- 
igan State University, including specialist help from its several colleges, were 
made available to the county staff and the people. This assistance, provided by 
the cooperative extension service, was essentially rurally oriented. 

Much later, the continuing education service began answering requests from 
fields not already assisted by the cooperative extension service. Thus developed 
a campus-based service for adults, including formal credit and noncredit courses 
as well as workshops, conferences, and a variety of other programs. In addition 
to the colleges of education, engineering, science and arts, communication arts, 
business and public service and the college of veterinary medicine; the high- 
way traffic safety center and the labor and industrial relations center provided 
adult education assistance. Aid was also made available in community develop- 
ment. These programs were devloped on a fee basis, without Federal funds or 
county financial support. 


An integrated approach 


The role of a land-grant university has traditionally been one of providing 
an extensive educational service to rural people, and more recently, to urban 
groups. Beginning with an agricultural, youth, and home economics program, 
the cooperative extension service brought the fruits of research to the people. A 
number of other services followed. The separate programs emanating from the 
continuing education service were also forthcoming to answer to the needs of 
various groups. 

It was such a climate that fostered the idea of combining the resources of the 
continuing education and cooperative extension services into an integrated pro- 


' gram for serving the Upper Peninsula. Such a combination was viewed as an 


opportunity to provide a greater wealth of resources to the county field forces 
and hence more productive and meaningful educational services. 

As an initial step, plans called for the district extension office at Marquette 
to become the Upper Peninsula extension center, serving as a focal point for 
making available the total educational resources of MSU. Cooperative exten- 
sion service specialists were joined by continuing education specialists. Their 


; Services and other assistance, formerly available through the cooperative ex- 


tension service, were supplemented by resources from the various other colleges, 
centers, and institutes on campus. 

With minor exceptions, the change, personnelwise, was one of reaccenting 
and reorienting in order to change the kinds of assistance available, rather 
than adding a large number of people to the staff. Four new district specialists 
were added to serve in fields of general education, vocational education, com- 
munity development, and information. The vocational specialist provides as- 
sistance in the vocational agriculture field. In a way, this makes possible 


| imerger of efforts and goals set up by the Smith-Lever and Smith-Hughes Acts. 


Plans called for the major changes in the field staffs to be achieved through 
Staff training and through selection of broadly oriented people in filling open 
positions. The field staff member, then, would have a greater selection of re- 
Source people and freer access to the entire university as he tried to provide the 
best possible educational program for the people he served. 
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Simultaneously, the Federal Government, in its concern for the large number 
of low-income rural families in America, put into operation the national rural 
development program. This program was designed to bring the resources of 
many agencies, institutions, and organizations to bear upon the development 
problems of rural areas. Providing some assistance at the Federal level, rural 
development was at once an idea and a philosophy—based upon the belief that 
a chain reaction would take place when people were motivated to seek answers 
to their own problems, to work together for better communities and to make 
maximum use of all the resources at their disposal. 

Pilot rural development counties and areas were designated by State com- 
mittees. All agencies and interested groups were encouraged to assist, regard- 
less of the availability of specific Federal appropriations for this purpose. 

Mackinac, Delta, and Alger Counties were designated in Michigan as rural 
development counties, with the whole 15-county district being designated as the 
rural development area. With the initial meeting of the State committee and 
interested citizens from throughout the Upper Peninsula in November of 1956, 
the program was put into operation. Enough additional funds were made avail- 
able to extension to hire three, and subsequently four, new workers. 

The availability of, and requests for, a rural development program in the 
district motivated the institution to design a service program which would en- 
compass the rural development approach and the planned merger of coopera- 
tive extension and continuing education. It was felt that this program, to be 
known as the Upper Peninsula rural resource development program, would pro- 
vide a broad overall base for serving the people. Insofar as possible, all of the 
institutional resources would be available to solve rural problems, and the 
district and county field force would be strengthened by the new financial and 
educational aids provided through the rural development program. 

At this juncture, a decision had to be made. Should individual rural develop- 
ment agents attempt to carry out separate educational programs in pilot areas, 
or should rural development be considered an important phase of everyone's 
job. It was decided that the rural development idea should be woven into the 
entire fabric of the extension program and encouraged in the programs of 
others. 

This, then, is how the program subsequently emerged. It became a program 
designed to help the people study their communities and determine what might 
be done; a program designed to bring a broad array of resources to people; 
a program involving many people and many agencies and organizations; but 
always, a program to which all of the extension staff felt a sense of responsi- 
bility and dedication. 

PLANNING FOR ACTION 
Better living by design 

The base of support to Upper Peninsula county extension programs com- 
prises several organizations: the staff of the district extension center at Mar- 
quette, resources of Michigan State University that are channeled through the 
center, and the numerous cooperating agencies which serve at all levels from 
community to national. The focal point for action in the district rural resource 
development program is the county extension staff. County offices are located 
in 14 of the Upper Peninsula counties. The Houghton office serves both Hough- 
ton and Keweenaw Counties. 

The authority and responsibility of accepting or rejecting programs, advice, 
and ideas concerned with a county extension effort is largely vested in the 
county extension staff. The district and State program staff recommends pro 
grams to the county staff, and the administrative group tries to help the county 
staff establish priorities and develop a program with maximum effectiveness, 
but always an effort is made to maintain county staff integrity—faith in county 
staff decisions based upon full knowledge of the situation. 

County and district extension advisory groups and many nonextension aget- 
cies and organizations also affect program decisions made by the county staff, 
either by counseling directly with the county staff members or indirectly 
through State and district personnel. 

County extension staff and their supporting groups have two major progra 
functions—planning programs, and carrying them out. The job of getting 
idea through the planning stage into the action stage is an old one, and an oll 
extension approach is being used. 

Essentially, this is being done by involving people at all levels in the problem 
solving approach, so that workable programs might be established and people 
might be interested in carrying out these programs. 
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Involvement in itself can create situations which waste the time of many 
people. Respect for the time of individuals is an overriding consideration. 
Upper Peninsula agents make a real effort to assure productive involvement. 


District staff members plan 


Department seminars have permitted district extension center staff members 
and campus-based program leaders and specialists to maintain a clear picture 
of the Upper Peninsula situation, determine available resources, and develop 
objectives to provide direction for leadership. ‘These seminars have been 
held at the district extension center and on the university campus at East 
Lansing. Upper Peninsula specialists also meet for monthly planning sessions 
with district administrators. 


County staff members plan 


County staff members attempt to first develop a keen awareness of the need 
for changes, and then determine the direction these changes should take in 
their particular county situation. This twofold job facing county staff mem- 
bers has become the primary concern at the district planning meetings. 

County extension staff members were involved in the original shaping of, and 
are constantly helping revise, the Upper Peninsula rural resource development 
program. Seven district extension staff conferences, plus numerous county 
staff conferences in the last 2%4 years have been basically instrumental in de- 
termining changes in program content. 


Other agencies and organizations 


To date, three meetings of the Upper Peninsula rural development council 
have been held to review programs, obtain recommendations, and best deter- 
mine what each participating organization might contribute. Agents work- 
ing in the Upper Peninsula pilot counties of Alger, Delta, and Mackinac, have 
reported their activities at each meeting. 

Participating in these meetings, which have been upon invitation of the 
Upper Peninsula extension center, have been these agencies and organizations: 
Soil Conservation Service, Farmers Home Administration, Social Security Ad- 
ministration, Department of Economic Development, Michigan Farm Bureau, 
U.S. Department of Commerce, Production Credit Association, Michigan De- 
partment of Conservation, Agricultural Stabilization and Conservation, Water 
Resources Commission, Department of Social Welfare, Michigan Employment 
Security Commission, Upper Peninsula Development Bureau, Michigan State 
Grange, Small Business Administration, Michigan Farmers Union, U.S. Forest 
Service, Michigan Department of Health, and Federal Land Bank Association. 

An attempt has been made to bring about closer relationships between ex- 
tension and vocational groups at local, regional, and State levels for planning 
and programing. County extension agents have worked more closely with 
vocational educators in public schools for planning inservice education and 
vocational programs. 

To improve communications and assist with the coordination of services, an 
Upper Peninsula Field Services Committee with representatives of the four 
institutions of higher learning having programs in the district was established 
in July 1957. This committee, which met upon invitation from the Upper 
Peninsula extension center, has met regularly for the past 2 years and has 
been instrumental in helping shape the district extension program of Michigan 
State University. 

Many commodity and special interest groups have been involved in helping 
determine direction of Upper Peninsula extension programs in their particular 
interest area. Most specialists located at the center have held one or more 
oo with groups which depend for their living on the commodity being 

iscussed. 

The rural resource development pilot counties—Alger, Delta, and Mackinac— 
have rural resource development councils, and most other counties have similar 
advisory groups composed of government agency personnel. These councils 
and groups play a major part in helping decide which things should be em- 
phasized in the county extension programs. County staffs and their advisory 
groups have been urged to look not only to Michigan State University and agen- 
cies officially participating in the rural resource development program, but to 
search carefully for other resources within each county. 
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Lay leaders plan 

Home economics, 4-H, and agricultural councils have done much to readjust 
county extension programs in their areas, but there has come to be a growing 
concern about the structure of present overall extension advisory boards. There 
is an awareness in most counties that present overall extension advisory boards, 
which are for the most part composed of representatives of home economics, 
4-H, and agricultural councils, cannot be expected to give guidance and establish 
priorities in programs which are greatly expanded in scope. 

In most Upper Peninsula counties, home economics, 4-H, and agricultural 
extension councils have been taking a hard look at their programs in an effort 
to adjust them to better meet the needs of Upper Peninsula people. At district 
meetings of the councils, emphasis has been given to looking ahead and read- 
justing programs to meet changing conditions. 

Efforts have been made to strengthen advisory boards by broadening their 
representation and developing stronger ties between the boards and county 
governing bodies. Counties are now considering two recommendations by a 
Michigan extension committee studying advisory structures. The recommenda- 
tions are that (1) the advisory board be composed of people of broad interest 
who would not be representing any particular interest group, but the total and 
(2) the advisory board be tied more closely with the board of supervisors. 

It was decided not to emphasize countywide program planning in the district, 
but to try to start where people seemed to be and take a community problem 
approach. A strong countywide extension advisory board comprised of people 
who had a broad perspective would, then, shape countywide programs and 
policies. 

An example of the program planning approach may be found in Luce County, 
where countywide program planning was tried in the winter of 1956—57, with 
little interest and poor results. Again, in the winter of 1958-59, intensive 
program planning was carried out. But this time, it was limited to things that 
might be done in the Newberry community of Luce County to assist in solving 
local problems, with major emphasis in the tourist and resort field. 

This second effort created high interest, increased participation, and resulted 
in a strengthened extension program. Of interest is the fact that the members 
on the board of supervisors serve as the extension advisory board in Luce 
County. 

In Mackinac County, extension program efforts have to a large extent been 
determined by the Mackinac County Rural Resources Development Committee, 
which has as its membership township supervisors on their representatives. 
In addition to the overall county program, several intensive efforts of program 
determination have been carried out on a community or township basis. 


MEN AND METHODS 
Role of the agent 

The original county agent was a combination agricultural technician and 
crusader for agriculture in the Upper Peninsula. As a technician providing 
information and consulting services, he interpreted research findings to rural 
people. As agriculture became more highly specialized and as technology ad- 
vanced, it became more difficult to remain a competent technician in each of the 
many fields of agriculture. As a consequence, many agents became generalists. 

From the beginning, farmers organized to obtain what was needed for agri- 
cultural production and rural living, and to sell their products. Serving as 4 
rural leader, the Upper Peninsula county agent became increasingly cast in the 
role which required him to perform as a specialist in the process of determining 
problems and organizing for action. 

As the farmer went to town, as rural and urban communities became less differ- 
entiated, and as greater demand developed for more services obtainable only 
through group action, the county agent was called upon to serve as a spokesman 
for rural people in new and varied capacities. These involved projects for better 
schools, better roads, and zoning ordinances. For those who turned to tourist 
and resort operations and other small businesses for sources of income, the 
county agent was expected to provide some technical advice. 

As the agent’s role has shifted in the Upper Peninsula, the degree of change 
has been essentially one of placing the accent upon a revised set of subject mat 
ter areas to be covered in his sphere of competences. Pressure to provide more 
assistance of varying types to a greater number of people has encouraged greater 
emphasis upon mass dissemination of information and teaching of others 48 
opposed to emphasizing individual services. 
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One who is responsible for rural resource development is a catalyst and coordi- 
nator. He must, first of all, master the process of working with groups effec- 
tively. He must be a generalist in many subject matter areas in order to assist 
and thereby command the respect of the people he serves. He interprets the 
university and what it stands for to the people, but also he interprets the people 
to the university. He is a spokesman for adult education. His time limitations 
demand that he be a leader of leaders and trainer of trainers. 

The extent to which changes in their roles were accepted in the Upper Penin- 
sula district has varied from agent to agent. With the shift in program em- 
phasis over 2 years ago, many of the agents who realized the importance and 
need for accepting a new role were not actually prepared to do so. Through 
study and planning great efforts have since been made by agents to make this 
shift. A broad training program including depth training—the training of small 
groups in specialized subjects over a period of time—has speeded the shift. 
Reassignment of personnel, as well as the hiring of new people, has also helped 
make possible some change of direction. 


Methods 


Upper Peninsula agents and specialists find that many traditional extension 
methods are still most effective for reaching the maximum number of people. 
Among these are publications of various kinds, including an array of bulletins 
and pamphlets. News stories, radio, and television are used extensively as media 
for disseminating information. A dairy mailing goes regularly to three-fifths 
of the Upper Peninsula dairymen. Answering office inquiries by telephone and 
in person have been important methods, with visits to the farm, home, or place 
of business also used frequently. 

Cast in their present roles and employing the above methods, the agents de- 
veloped a number of rather distinctive approaches as they experimented to find 
more productive ways of doing the job. Some of these approaches are described 
here. 


Meetings 

Noticeable today is a shift from the general meeting to more intensive work 
with small groups and to better use of mass media. Several factors have brought 
this about. Among them are the increasing importance of efficiency in providing 
services, the greater demands upon people’s time, the demand for more intensive 
training as interests become more specialized, as well as the distance factor in 
the Upper Peninsula. Special programs are being designed to meet specialized 
needs. More intensive training is encouraged in workshop type situations. 


Individual counseling 


Individual counseling, as this approach has come to be used in the district, 
is more in the nature of assisting individuals in exploring alternatives through 
the use of the nondirective approach. Agents are trying not to give individuals 
the answers but to help them work out answers for themselves. Sometimes, 
agents are able to provide information which will help individuals reach sound 
decisions; and other times they help individuals locate specialized resource 
assistance. 

In rural counseling today, the scope of alternatives is broadened as farmers, 
in keeping with the economic changes of the times, look more closely at off-farm 
opportunities. In Baraga County, where a large industrial plant is being com- 
pleted, a rural counseling service is in operation. It is designed to bring more 
information to farmers and others in the area, and to help them individually 
in arriving at more judicious decisions as to employment. 

Another dimension of counseling has been the intensive work with 4-H boys 
and girls. Career days, new 4-H projects, and special meetings have been sup- 
plemented by individual testing, personal guidance and counseling. 


Conferences and credit courses 


Holding special conferences to accent the need for action on a particular prob- 
lem has been another approach. Water rights, youth problems, industrial de 
velopment, and highway traffic safety, are examples. Fairs, exhibits, shows and 
institutes have all been designed to motivate people, spotlight opportunities, and 
alleviate problem situations. 

Special workshops and training courses are also numerous. Included in this 
type of approach are credit and noncredit courses, more than 25 of which have 
been offered in the past two and a half years, ranging from methods of teaching, 
reading, and sociology to advanced forestry management and the problems of 
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adolescents. Many of these professional improvement courses have been de- 
signed for teachers. 


Mass media 


Radio classes covering specific subject matter have been scheduled. Through 
correspondence, students will be enrolled, provided additional information, tested, 
and then given certificates. A similar venture in television is being planned in 
the district. These attempts to personalize mass media may assist in paving the 
way toward overcoming its limitations while capitalizing on its advantages. 

For some time, Marquette County has made good use of radio with programs 
handled by the Marquette County Home Economic’s Extension Council. The 
women plan and carry out their own programs. The home agent works with 
them in selecting program materials in a training-the-trainers arrangement. 


Service pools 


A technical assistance pool is a new method being employed in Delta and 
Alger Counties. Industrial, State, and Federal forestry experts, as well as the 
MSU specialist serving the area, join forces and make available maximum serv- 
ices to woodlot owners who seek managerial assistance. The extension agent 
serves as the coordinator, receiving requests and providing the liaison between 
the woodlot owner and the specialist. 


New clientele 


While new subjects are being offered to old clientele, much of the old service 
and subject matter is being made available to new clientele, previously unreached 
by Extension in the district. Consumer information classes for very low in- 
come families and programs for young mothers are examples. Special mailings 
are made to young mothers who often cannot attend meetings. 


Scheduling the specialist 


The changing pattern of meetings plus the trend for agents to become gen- 
eralists has prompted agents to make different use of specialists. In some 
counties specialists take over the agent’s office and confer with farmers or tourist 
and resort operators who come in a few at a time. Also they often serve as 
an individual consultant. Some agents schedule a specialist for a series of 
“kitchen meetings” where he simply sits down to discuss common problems with 
an individual and a few of his neighbors. 


The survey 


As a determinant of the needs of an area as well as its resources, and as al 
educational tool, the survey has been employed extensively. Surveys have in- 
cluded simple opinionnaires on the concerns of people, intensive land use and 
physical resource surveys, as well as major surveys of the community or area, 
its resources and services, its people and their problems. Currently, surveys have 
been conducted or are underway in Chippewa, Mackinac, Luce, Delta, Iron, and 
Baraga Counties. 

Surveys carried out by many in the area provide an educational experience 
for people in looking at themselves and their community—an experience such 
that the people are at the “edge of action” once the survey is completed. Carried 
out thus far in the Upper Peninsula, surveys have been community rather than 
county oriented inasmuch as development along the community-in-action lines 
appear to be more realistic. 


EDUCATION IN ACTION 


The extension staff of the Upper Peninsula takes pride in its accomplish- 
ments through the years, both before the span of time covered in this report, 
and during this report period—the period starting with the advent of the Upper 
Peninsula rural resource development program. 

This section is devoted to the accomplishments of the people. Little is re 
corded in the following pages about what happened to the people who spent 
thousands of days working on these and many other programs and projects 
during the past two and a half years. The unquestionable truth is that, whet 
people do things, they are changed. When they do good things with the right 
kind of leadership, that change is usually for the better. 


PUBLIC PROBLEMS 


Extension programs are sparking citizen participation in community-in-action 
projects to solve problems in zoning, taxation, and school district organization. 
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Bducational services 


School boards representing 26 districts in 6 Upper Peninsula counties have 
requested and been provided with MSU resources for detailed school area studies. 
Great distances, insufficient operating funds, obsolete buildings, old school 
boundaries, small enrollments, and inadequate curriculums are problems facing 
many of the area’s 148 school districts. These problems require group effort, and 
are often solved best through the area study approach. 

One example is an extensive study conducted by the combined school boards 
in a five-township area that adjoins the city of Escanaba in Delta County, a 
rural resource development pilot county. 

The county extension director was asked to coordinate this effort, to be carried 
on by the local people with assistance of consultants from MSU’s College of 
Rducation and the Upper Peninsula extension center at Marquette. 

To assist the people in making wise decisions regarding need for school con- 
solidation, new facilities, school finance, improved curriculums and transporta- 
tion, the county extension director gave leadership to a study which involved 100 
volunteer committee workers. Information was collected, tabulated, and ana- 
lyzed by each committee. Then a steering group made recommendations to the 
boards of education. The results of this study are paving the way for recom- 
mendations which will be put to voters in the five townships for a final decision. 

A unique aspect of the Delta County school area study was the role played 
by the county extension director as local coordinator working with the district’s 
education specialist. The extension director’s knowledge of the local situation 
and the people of the area made his contribution invaluable. This was the first 
such experience of any Michigan county extension worker and proved so suc- 
cessful that MSU’s College of Education is contemplating a similar approach in 
other areas of the State. 

The area’s longstanding drive for a community junior college has been further 
strengthened by virtue of the study and the experience gained by the many 
citizens who took part in the survey. Through this personal involvement ex- 
perience, many people in Delta County have indicated a greater awareness 
of their public school problems and a better understanding of how best to 
solve them. 

A study of public school needs in Baraga County is being attacked in a differ- 
ent way. The University of Michigan, Northern Michigan College and Michigan 
State University have joined local school boards and citizens in an intensive 
school area study. This is the first such interinstitutional cooperative study 
in the State. 

Training 

A concerted effort is underway to provide timely information to school boards 
to help them and their constituents make wiser decisions for public education. 
Information programs have been developed in several counties so that the public 
can be better informed of school financial needs, consolidation and improved 
facilities. Group training programs for school custodians are held annually in 
cooperation with Northern Michigan College. 

Still another dimension of assistance to public schools is in the expanded con- 
sultant service now available through the district rural resource development 
program. Michigan State University education specialists, cooperating with 
county extension agents and at the request of local schools, are tackling such 
problems as lighting and building maintenance. 


Taxation 


In a number of Upper Peninsula communities, extension has been called upon 
to inform citizens of facts and principles of taxation. Increased pressure for 
more tax-supported services and inequities in the tax structure which developed 
ey areas has encouraged a search for more equitable and acceptable tax 
policies. 

A program carried on in Ontonagon County involved a cooperative effort be- 
tween local township and county officials, the citizens, and extension workers, 
including a series of public meetings where citizens were presented basic infor- 
mation on local and State taxes. 


Zoning 
Pxtension agents have joined citizens in 10 counties to spark action programs 
in planning use of land and zoning it for its appropriate use. 


Economie growth of the Peninsula depends largely upon progressive land use 
Planning. In some areas less desirable tourist attractions have sprung up in a 
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chaotic pattern, adversely affecting the scenic beauty and more desirable prop- 
erties. To some extent, housing and small business developments have sprung 
up in fringe areas, without consideration for wise land use planning. Other 
communities have not yet adopted zoning ordinances so essential to an orderly, 
sound, attractive community. 

Community development resource people from MSU’s campus have been made 
available to help on many county projects. A full time community development 
specialist has been assigned to the district. This service is being financed by the 
Kellogg Foundation. 

In Marquette County, five separate communities are actively engaged in de- 
veloping a zoning ordinance. Voters in three of these have unanimously sup- 
ported the recommendations of newly organized township zoning boards. One 
township has felt the impact of a rapidly expanding military installation. With 
its newly adopted zoning ordinance, the township can now look to the future and 
expect a more orderly and attractive community. 

In Mackinac County, where the full impact of the mighty Mackinac Bridge is 
being felt, tourist attractions. and facilities are being added at a rapid pace. 
Control of the situation has required considerable effort in land-use planning, 

A city planning commission at St. Ignace has grown out of this situation, and 
the adoption of a city zoning ordinance has since followed. The county’s rural 
resource development committee encouraged detailed studies and surveys which 
resulted in the formation of a countywide zoning board. 

Developing plans to guide future changes in the county, preparatory to zoning 
and other action programs, the committee, guided by the extension agent, is 
making an all-out effort to diminish or entirely eliminate the hodge-podge of con- 
flicting land uses. 

Zoning has also become a concern of Upper Peninsula women. Home economics 
extension clubs in several counties have included a study of zoning in their pro- 
grams and have influenced decisions on township zoning ordinances. 

Plat books have been prepared under the sponsorship of several county 4-H 
Club councils. In Luce County -the agent involved township boards in preparing 
a county plat book, and took advantage of the opportunity to better acquaint 
local citizens with their resources. 


Natural resources 


Although other Federal, State, and local governmental agencies have been del- 
egated the major responsibility to manage natural resources wisely, extension 
agents and specialists stand ready to assist, and have made substantial contri- 
butions. 

The growing demand for water for industry, recreation and irrigation has made 
many feel that the allocation of water according to the riparian doctrine of water 
rights should be reexamined. Michigan has no water rights legislation. Con- 
flicts of interest in the use of water and alternative proposals for water rights 
legislation were topics at a series of public meetings held in Dickinson and 
Menominee Counties. Businessmen, farmers, and other special interest groups 
joined Federal, State, and local agencies in analyzing basic information about 
the State’s water rights in an effort to encourage better understanding. 

The Upper Peninsula is now served by eight soil conservation districts. Alger 
County’s rural resource development program is helping to pave the way for the 
organization of another. Close cooperation has been maintained with work unit 
conservationists of the SCS and district boards. Joint efforts have been instru- 
mental in improving forage crop yields, building soil fertility, reforestation, sur- 
face drainage on heavy soils, and better land use according to soil capabilities. 

Conservation projects carried out by 4-H Club members increased from less 
than 900 to more than 1,500 in the last 2 years, as more emphasis was placed 
upon this important phase of the program and improved materials and resource 
assistance became available. 

Other projects accomplished or underway in the area of natural resources in- 
clude: the development and improvement of municipal and county parks: helping 
establish winter sports areas; and helping local communities establish public 
bathing sites. St. Ignace, in Mackinac County, now boasts a public beach which 
resulted from such assistance. 


Health and safety 


Health.—Extensive cooperation was provided by Delta and Alger County rural 
resource development agents with countywide hospital drives which resulted in 
new hospital facilities in Munising and Escanaba. These efforts are vital when 
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we recall that Upper Peninsula studies indicate a lack of hospital facilities and 
a high incidence of chronic diseases. 

A comprehensive survey of the Detour area in Chippewa County will provide 
information required for community decisions on establishing a hospital and 
clinic. County extension staffs of several counties have given support to the 
possible establishment of a district adult mental health clinic which the pen- 
insula does not now have. 

“Heart of the home” work-simplification lessons have been offered in all coun- 
ties during the past several years in cooperation with the Michigan Heart Asso- 
ciation. More than 200 women with heart or circulatory difficulties have taken 
part. 

In 1958, a goal of home economics extension women in Dickinson County was 
the encouragement of improved family health through yearly physical checkup 
and polio immunization. The public in other counties has been urged to take 
advantage of mobile X-ray services. Other extension women have donated 
supplies and equipment to tuberculosis sanatoria and camps for handicapped 
youth. 

Safety—An unusual kind of community-in-action program was initiated in 
the Houghton-Keweenaw County area through efforts of the home economics 
extension groups. Recognizing a need for the reducing highway casualties, 
the women were instrumental in organizing a highway safety commission with 
the wholehearted support of law enforcement agencies, businessmen, and other 
groups. 

In the 2 years of operation, this commission has successfully carried out a 
number of impressive programs, one of which was an intensive 4-day highway 
traffic safety check involving, more than 3,000 motor vehicles. Of these, 513 
cars and trucks were rejected for defective lights, brakes, and steering systems. 
More than a third of these rejects were rechecked and accepted after appro- 
priate repairs. 

Highway traffic safety was the theme for a television contest for teenagers 
sponsored by the MSU extension center. The program was broadcast over 
WDMJ-TV, Marquette. Cooperating in this effort were the Highway Traffic 
Safety Center at Michigan State University, the Michigan Inter-Industry High- 
way Safety Committee, the Michigan State Police and Northern Michigan Col- 
lege. The series involved students representing eight high schools of the 
peninsula. 

Gun safety as a 4-H project is being stressed in 13 counties. In cooperation 
with the local Red Cross officials, first aid training has also been incorporated 
into county programs. 

The designation of Michigan’s Upper Peninsula as an evacuation area for the 
heavily populated areas to the south, and the peninsula’s geographical location 
asa part of the Nation’s first line of defense, are two important reasons why 
people of the area realize the responsibilities they share in the national defense 
effort. In response to requests in all counties, agents have helped local direc- 
tors of civil defense and Red Cross organize leader training lessons and public 
meetings. 

TOURIST AND RESORT 


Tourism, an .estimated $138 million industry, holds great potential for the 
area’s economic development. People in all counties are seeking help in 
management, improving facilities, training people, and organizing trade groups 

Facilities 
Extension offices in all counties receive daily requests from tourist and resort 

operators for information on building plans, kitchen remodeling, landscaping, 

business management, winter sports areas, weed control, and interior decorating. 

Many thousands of copies of bulletins, brochures, and leaflets prepared by MSU 

tourist and resort and other specialists are distributed without charge. 

To gain a clear understanding of tourist needs and desires, an intensive survey 
was carried on last summer during a 1-month period in each county. More than 
1,300 questionnaires were completed, tabulated, and analyzed. The question- 
naires gave operators much information about tourists: where they came from; 
why they came; and their reaction to facilities and services. 

Consultant services are available to help operators make wiser decisions. 
Supporting county extension agents in their roles are three campus-based tourist 
and resort specialists who are qualified in the fields of food service, restaurant 
design and layout, business management, construction, and architectural design. 
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Organization 

Tourist and resort operators have found it useful to organize in many areas, 
Serving as catalysts or coordinators, agents have assisted them when possible, 

There now exists a greater awareness on the part of some operators for need 
and value of strong trade associations through which efforts can be intensified 
for maximum results. In addition to their usefulness for group action and plan- 
ning, these associations also provide a good working base for educational pro. 
grams. As needs arise and as requested by the local people, extension has made 
available its resources to help these businessmen work toward organized action. 

Chambers of commerce, whose membership includes tourist operators, have 
been strengthened in several counties. An example is the effective work of one 
agent which resulted in five separate community chambers in Gogebic County 
being organized into a single county organization. The agent in Luce County 
provided a maximum of effort and leadership in strengthening the Newberry 
Chamber of Commerce which serves the whole country. A 7-point chamber 
program, developed by more than 100 people and based on 300 indexed ideas, 
has now materialized. 

Local, district, and peninsulawide tourist and resort groups, whose main 
functions are promotional, have been encouraged and served through educa- 
tional services provided by MSU resources. Through the efforts of the Hough- 
ton County extension staff, a restaurant operators’ association has been or. 
ganized. Meetings are held monthly to discuss food purchasing, menu planning, 
and facilities. 

Training 

In answer to frequent requests by operators, programs have been designed to 
train service personnel such as waitresses, gas station attendants, retail sales 
clerks, and others. More than 1,500 youths and adults have participated in 
tourist business training during the past 2 years. The operators themselves feel 
the need for up-to-date information that will help to improve their service opera- 
tions. 


Training resources 


One feature of this training has been the involvement of local people wherever 
available. Head waitresses, health department personnel, hostesses, and repre- 
sentatives of local promotional groups are some of the local people involved in 
helping to train waitresses. Other training programs make use of services avail- 
able from local, State, Federal agencies, and other institutions of higher learning, 
businessmen, and private agencies. MSU tourist and resort extension specialists 
and other MSU staff members represent still another resource which has been put 
to use on many occasions. 

Employee training.—Training has been carried out in all 15 counties. The 
Houghton County area provides a good example. Many high school students in 
the Houghton-Keweenaw area are employed each summer to serve tourists. Ob- 
jectives of the training course are to help them better understand the copper 
country, its attractions and services, and to provide training in specific job 
techniques. Four training sessions, held annually, constitute the course. To 
date, 550 upper classmen representing every high school in the two-county area 
have completed this out-of-school course. Students select their subject according 
to the nature of their summer employment. 

Under the leadership of the local 4-H Club agent who initiated this effort, re- 
sources for planning and carrying out the program were secured from local 
sources. School people were brought into the early planning. Staff members at 
the nearby Michigan College of Mining and Technology provided assistance. 
Other private and public agencies played prominent roles in program planning 
and subject matter presentation. Businessmen and local tourist promotional 
groups assisted. Employers have indicated a real satisfaction with employees 
who have completed the course work. Waitress training, requested by restaurant 
operators, included more than 100 girls in 5 counties. They learned how to 
perform their jobs better, be well groomed, and provide information about the 
various kinds of attractions in the area. 

A 4-H tourist and resort project was developed for the first time in Michigan 
by the Gogebic County agent, and today is accepted as a full-fledged project 
throughout the State. Tourist and resort operators and restaurant people in 
Gogebic County give special consideration to prospective employees who have 
successfully completed this unique 4-H project. 
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Operator training.—tTraining efforts have not been confined to employees. 
Operators of motels, hotels, restaurants, recreational areas, and other business- 
men have received similar assistance. To serve their needs, a peninsulawide 
Tourist and Resort Educational Institute was sponsored in 1958 and again in 
1959, with approximately 125 operators attending each. As a part of the 2-day 
program, there were workshops on food services, business management, recre- 
ational training, motel design and layout, landscaping and beautification, and 
interior decorating. 

Similar workshops have been held on a county basis. Food services schools 
in Luce, Alger, and Schoolcraft Counties are designed for operators who pur- 
chase and serve quantity foods. A unique program in Houghton County brought 
together lumber dealers who wanted to learn more about building supplies needed 
for motel construction. Many agents counsel with individual tourist and resort 
operators. 

Pro help keep county extension agents abreast of new developments in the 
tourist field, intensive specialized professional improvement programs have been 
offered. Michigan State University tourist and resort specialists conducted this 
depth training. 

AGRICULTURE 


New sources of income, better management, and energetic marketing programs 
will shape the future of Upper Peninsula agriculture 


New sources of income 


For new sources of income, the district farmers have turned to new crops, or 
have tried, through production and marketing, to make the most of any natural 
advantage the area holds for established crops. This is necessary because 
distance from market outlets and distance from factories that supply production 
materials put farmers of the Upper Peninsula at a comparative disadvantage 
with other production areas. 

Last year, production of certified birdsfoot trefoil seed, a recent development, 
involved 17 Chippewa County farmers who produced and sold 12,000 pounds of 
seed valued at more than $7,000. The project began 10 years ago as an extension 
demonstration and received added impetus with the advent of the peninsula’s 
resource development program. Increased acreages are being planned by farm- 
ers. Demonstrational work involving birdsfoot trefoil seed production is also 
underway in Ontonagon County. 

Great strides have been made in Delta, a pilot rural resource development 
county, where the extension service has taken leadership in promoting and 
encouraging new vegetable crops. More than 32,000 cases of peas and 100,000 
cases of beans were canned locally last year. The county, along with several 
others, has been field testing other possible new vegetable crops, such as cauli- 
flower, cabbage, broccli, sweet corn, and tomatoes. Strawberry demonstration 
plots have also produced encouraging results. A quarter-acre demonstrational 
plot grossed $720 last year. 

Extension’s role in the Copper Country Strawberry Growers’ Association is 
one of continued assistance to the 200 members. Extension agents helped to 
organize the cooperative over 20 years ago. Currently the cooperative is ex- 
panding its operations in keeping with the continually increasing acreage under 
cultivation. The agent is helping local producers keep abreast of market trends 
and to improve production practices aimed at higher returns on the 16,000 
cases of strawberries sold annually. 

Many thousands of acres are adapted to wild blueberry production, but 
whether the abundant wild blueberry plant can be tamed to produce a profit- 
able crop is still a question. As a part of the Upper Peninsula program, every 
effort is being made to help find the answer. Extension agents from five coun- 
ties are cooperating with commercial interests in a 200-acre demonstration near 
Seney. Also a demonstration plot of hybrid low-bush blueberry plants was 
previously established in Houghton County. Today, several farmers are grow- 
ing more than 4,000 plants. 


Cranberries are another potential crop. Environmental conditions, accord- 
ing to commercial growers, are ideal. The Luce County Extension Service is 
giving leadership in establishing a 1-acre demonstration plot in a bog near 
Newberry. A Wisconsin commercial grower, the local chamber of commerce, 


the Michigan Conservation Department, and the Soil Conservation Service are 
cooperating. 
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The growing of young dairy stock for Indiana farmers is being explored in 
Chippewa County. This program benefits both the Indiana dairyman, who has 
a good milk market, and the Chippewa farmer who has an abundance of high 
quality roughage but who is located far from the larger consuming markets. 

The search for a soybean that will be adaptable to northern climates, and 
waxing methods that will improve marketing qualities of rutabagas, is also 
part of the area effort to find new income sources from crops. 

With livestock production as the economic backbone of the peninsula’s 
agriculture, the importance of forage crops becomes greater each year. Four 
hundred farmers in five counties attended forage clinics during the past winter 
season. 

District and county potato field days show first-hand results of demonstrations 
for boosting production of this all-important crop. An annual Upper Peninsula 
Potato Show and an annual potato yield contest also help stimulate producers 
in applying the most up-to-date research for maximum returns. 

More profitable dairying results from numerous educational extension pro- 
grams. Production records are being stressed in all dairy counties, and milk 
production testing programs are earning more dollars for producers. Dairy 
feeding meetings are furnishing information needed to reduce excessive costs, 
and breeding and sanitation programs have helped boost milk production per 
cow. 

Marketing 

A major extension effort over the years has been to foster the development 
of cooperative group action in marketing. Distant markets, small units, the 
lack of volume and grading are but a few of the problems attacked by farmers in 
the Upper Peninsula. 

In a four-county area in the western end of the district, producers have joined 
together for the first time to hold a beef feeder calf sale. Last year’s second 
annual sale grossed $57,000. Net returns, through this group action, were con- 
siderably greater than when sales were made individually. A similar sale was 
organized in Delta County where 650 feeder calves brought more than $80,000. 

Agents in each of Houghton, Ontonagon, and Baraga Counties are preparing 
and sending weekly marketing information cards to each of the 250 members 
in their marketing associations. This service, and weekly cooperatively spon- 
sored stock sales, help livestock farmers get a fair price for their calves and cull 
cows. 

Houghton County farmers last year decided to market their eggs under a 
brand label in order to insure quality eggs and greater sales. The move returned 
Houghton County poultrymen 10 cents extra per dozen eggs. A similar effort is 
underway in Chippewa County. 

Agents in the more important strawberry and potato producing counties pre- 
pare and send weekly newsletters to their producers to disseminate pertinent 
marketing information. 

County offices throughout the district have provided educational material to 
use in helping producers decide upon Federal milk and potato marketing orders. 
The milk marketing order was unanimously approved and is now in operation. 

Milk education programs have been planned with local producers and proc- 
essors. In one area, some outside competition threatened to dissolve the local 
bottle milk industry. Through an organized dairy action committee, and with 
an expanded educational program, local dairymen were able to not only hold their 
market, but to also increase their bottle milk sales by more than 1,000 quarts 
a day. This consumption increase was achieved in a market area of less than 
30,000 persons. 

A bottleneck to potato marketing in former years was the lack of all-season 
roads. Sparked by extension, potato growers met with Michigan State High- 
way Department officials and worked out a satisfactory solution for all truck- 
ers hauling agricultural produce. Another problem, that of rail freight rates, 
became the matter of group concern, with the result that more realistic rates 
were established for area potato growers. 

The farm and home development approach has been used in every county. 
Last year, the number of farm families participating in the farm and home ac 
counting program increased 200 percent. Dairy herd improvement associations, 
owner-sampler, and similar milk production testing programs are being further 
stressed to provide needed records for improved herd management... Eleven per 
ment of the peninsula’s milk cows are now signed up in one or the other of these 
programs. 
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As farm businesses expand and as more family members are involved, the need 
for farm partnership agreements becomes increasingly more important. In re- 
sponse to these needs, extension programs in appropriate counties have included 
more of this work. 

A rural counseling service has been established to help farmers in Baraga 
County make wise decisions in the disposition of their farming operations. The 
Baraga County Rural Counseling Committee has been organized to include com- 
munity leaders in business, banking, agriculture, education, and local govern- 
ment, with the county extension director as chairman. Individual counseling 
is underway with rural families who are receiving all available facts needed 
to arrive at decisions on what changes, if any, should be made in their farm- 
ing operations relative to off-farm employment and the possible sale of pulpwood. 

A multi-million-dollar Celotex plant at L’Anse is unfolding new economic 
horizons. More than 100 employees will be added this year. In the future, the 
company may be purchasing some pulpwood from farm woodlot owners. 


FORESTRY 


Wise management, improved marketing, and controlled harvesting can make 
second-growth timber key cash crop of future 
Management 


About one-third (3 million acres) of the peninsula’s forests are the holdings 
of small woodland owners. These small woodlands for the most part are poorly 
managed. Since the forest resources are extensive and their value to the area’s 
economy is important, special emphasis has been given to the management phase 
of the forestry educational program. 

In 1957, extension workers arranged for a meeting of industry and public 
agency foresters to discuss the small woodlot problem. Out of this meeting came 
two specific suggestions: more demonstration woodlands, and more technical 
forestry assistance to woodland owners. 

Six woodland demonstrations have been established in various ways. One 
was set up on national forest land in Ontonagon County as a cooperative venture 
involving the Ontonagon Soil Conservation District, Ottawa National Forest, 
Lake States Forest Experiment Station and extension. A mining company estab- 
lished another demonstration on its property. All of these demonstrations are 
serving as sites for educational meetings. 

A move to provide woodland owners with increased technical assistance has 
been made in Alger and Delta, rural resource development counties. Local 
public and industrial foresters have informally agreed to assist woodland owners 
with management problems. Woodland owners may arrange for this assistance 
through county ‘extension offices. The technical assistance pool is designed to 
bridge the gap between available resources and a definite need. 


Marketing 


Special emphasis has been given to the improved marketing of Christmas 
trees, an important source of income in the Upper Peninsula. Competition from 
other producing areas makes it imperative that growers improve the quality 
of their product, and establish a marketing program. 

An example of organized marketing is a recent development in a three-county 
area at the eastern end of the peninsula. A Christmas Tree Growers Associa- 
tion evolved which has as its objectives the production of high quality trees and 
the development of a marketing program. Sparked by a local extension agent, 
the new organization has about 40 members. In their first year of operation, 
the group placed advertisements for the sale of balsam trees and received a 
humber of orders, some of which were of such size the organization could not 
fill them in this first year of operation. 

To help insure high quality, a tree grading field demonstration was conducted 
with extension and the Michigan Department of Agriculture cooperating. A 
summer field tour was made to observe sound cultural practices. Other educa- 
tional work has included Christmas tree fertilization and insect control meetings. 


Reforestation 


Small private landowners, including farmers, plant 2 to 3 million trees an- 
hually. County agents work with other county, State, and Federal agencies to 
foster reforestation. This planting effort is helping substantially to reforest 
land in need of planting. Extension makes use of school forests to teach youth 
basic principles of good management including pruning and planting. 
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YOUTH 


Traditional cornerstones of extension work in the Peninsula—Programs for 
4-H and other youth have received additional emphasis 


Greater participation in 4-H 

Last year, a peninsulawide Join a 4-H Club Week campaign resulted in a 
20-percent increase in membership. During the last 2 years, membership has 
increased about 30 percent. From a population of only 300,000, 7,500, or about 
15 percent of the eligible boys and girls, are now enrolled in 4-H Club work. 

Urban 4-H Club work has been steadily increasing in such cities as Hough- 
ton, Manistique, Escanaba, and Sault Ste. Marie. Large community 4-H Clubs 
are becoming established. A club in suburban Soo Township in Chippewa 
County is the largest with nearly 140 members. 

Organized 4-H Club programs are now underway at the Morgan Heights 
TB Sanatorium in Marquette, and at the Michigan State Mental Health Hos- 
pital in Newberry. 


Broadened program base 

Traditional programs and projects, such as the 4-H clothing project which 
is carried by 2,500 members, still provide the foundation for the Upper Penin- 
sula 4-H Club program. But efforts are being made to broaden the program 
base to include more projects which are related to the area. 

Projects in rocks and minerals, know-your-county, skiing, and a variety of 
conservation subjects including fishing, gun safety, hunting, deer-yard study, 
soil, water, and forestry have been initiated or expanded. 

Tourist and resort 4-H project work, such as that described in the tourist 
and resort section of this report, has received emphasis for several years as an 
important part of the program. High-school-age members have received train- 
ing which has prepared them for summer jobs as waitresses, gas station attend- 
ants, clerks, chambermaids, babysitters, gardeners, or guides. In addition, 
members have gained increased knowledge and appreciation of their area, 
and hence are of more assistance to the tourist. 

Many county and district events have also put emphasis on the resources of 
the area. “Right in Your Own Backyard” was the theme of the 1957 Upper 
Peninsula 4-H Club Week program at Camp Shaw. Three hundred and fifty 
boys and girls took part in the weeklong session tailored to acquaint youth with 
the important resources of their home communities and the peninsula. Most 
county camping programs bring greater appreciation of the area to members, 
and for counties like Delta where half of the members attend county camp, 
this is a major influence. 

In still another way, the program base has been broadened by the formation 
of larger numbers of older youth organizations and the participation of these 
organizations in a greater variety of activities. 

In the last 2 years, Chippewa, Schoolcraft, and Dickinson counties have es- 
tablished 4-H junior leader clubs; Menominee has begun a folk dance program 
for older youth; and Marquette and Luce have joined the four counties al- 
ready having 4-H service clubs. 

Activities of these older youth groups have included among many other 
things, a traffic safety program, a civil defense inventory, and vocational ex- 
ploration. 


Vocational guidance 


With about 60 percent of the high school graduates leaving the area for em- 
polyment elsewhere, there is a great need for vocational guidance. The concern 
is not that these young people leave the area, for at present they must leave 
because of lack of employment opportunities. The concern is that many go 
poorly informed as to vocational opportunities. They land at the bottom of 
the employment ladder in spite of their capability. 

As needs arise, county and district personnel have helped strengthen existing 
vocational guidance programs. Where such services are extremely limited, as 
they are in many of the peninsula’s 69 public high schools, opportunities are 
being provided for youth to gain some of the information needed to make wise 
career choices. 

At last year’s Upper Peninsula 4-H Club Week, more than 200 teenagers took 
part in a vocational guidance program. For many it was the first such ex- 
perience. Each participant completed the Kuder preference record (vocation- 


al), designed to point up preferences in 10 educational and vocational areas. 
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Most of the 4-H’ers were then individually counseled by 21 teacher counselors 
from Northern Michigan College. Career opportunities and occuational informa- 
tion in line with areas of interest were topics of discussion. 

In Houghton County, followup counseling was provided Club Week delegates 
interested in gaining more occupational information. 

Career days for all youth are supported by extension agents in every county. 
Seniors of Chippewa County high schools that had no counseling or guidance 
services were invited to participate in an Opportunities in Agriculture and 
Home Economics Day sponsored by the county extension staff for the past 2 
ears. 

- Career opportunities have been discussed by older youth at county 4-H 
service club meetings in Marquette and other counties. To encourage qualified 
and interested youth in furthering their formal education, the home economics 
extension council in Chippewa County is offering annually two scholarships to 
high school senior girls who plan to pursue a college major in the field of home 
economics. 

An “Op-Teens” 4-H Club in Schoolcraft County has as its function just what 
the name suggests—teenage opportunity exploration. This club has for 2 years 
visited businesses, industries, and such services as hospitals to learn first- 
hand of career opportunities. 


Other youth 

A recreation leaders’ workshop recently held in Marquette was significant in 
that it marked the first joint effort of a newly formed Upper Peninsula Youth 
Workers Council. Extension workers set the stage for this organization which 
includes professional workers from 10 youth organizations serving the area. 
Other functions of this council to date have been the coordinatin of major youth 
events and a series of TV shows informing the public of the youth programs 
which are represented on the council. These TV shows were on extension’s 
“Close-Up” program. 

A number of other examples could be cited which indicate the dedication to 
serving all of the youth of the peninsula insofar as is possible. A recently de- 
veloped 4-H project series with an economics approach called “Business in 
Action,” “Industry in Action,” and “Community Services in Action,” was carried 
on successfully by students, 4-H and non-4-H alike, from two high schools in 
Chippewa County. 

Camp counselor training schools and adult leader recreation schools conducted 
in the peninsula have large numbers of nonextension group participants. 

Already mentioned has been the tourist and resort projects carried by many 
4H’ers.. This project, which is under extension leadership, is also carried by 
many non-4-H’ers. In Houghton County, where 350 high school students have 
received tourist and resort short course training in the last 2 years, many non- 
4-H’ers have benefited equally with 4-H’ers. 

As extension workers have given increased support to non-4-H youth, in- 
creased support has, in turn, been given by outside resource people and others to 
the 4-H program. 


THE HOME 


Upper Peninsula homemakers are making a concerted effort to achieve a richer 
and more satisfying life through becoming better homemakers and more ef- 
fective citizens in the community. 


The program 

Much has been achieved by women of the peninsula through participation in 
the traditional home economics extension program. More than 100 leader train- 
ing lessons were included in Upper Peninsula county programs last year in re- 
sponse to combined requests from 3,500 members in 245 home economics exten- 
sion groups. Typical of lessons taught were “Dollar-Saving Meals,” “Modern 
Fabrics,” “Lighting in the Home” and “Family Finance.” 


’ Home economics extension councils in all counties have played a major role 
in planning and guiding county programs that are based on the expressed needs 
of women in all communities where organized groups have functioned. 

These expanded programs.provide a great variety of learning opportunities 
for homemakers, whether or not they are affiliated with an organized extension 
group. 

47557—60—pt. 3———_10 
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Women in the home 


Outside employment and the responsibility of caring for small children are 
the principal reasons why some women are unable to participate in home eco- 
nomics group programs. In Sault Ste. Marie, homemakers are employed and 
cannot find the time to join organized home extension groups. Recognizing 
the needs of these women for up-to-date home economics information, the county 
home agent, through her county council, presented a series of 15-minute lunch- 
hour meetings. At each meeting, held at a central location in downtown Sault 
Ste. Marie, she discussed management of time, energy, and family financial re 
sources. Since those who were to benefit were not members of organized groups, 
special emphasis was given publicity in advance of each meeting. 

Dickinson County plans to reach these women through a foods and nutrition 
radio school. Eight 15-minute bi-weekly programs will begin in the fall. Those 
completing the training course will receive certificates. 

Another effort in Dickinson County was the sponsorship of a home and home 
grounds clinic attended by 4,000 persons. Demonstrations and exhibits of kitchen 
planning, lighting, and use of color in the home were included in the program 
of the clinic. 

Outdoor cookery was requested by women in every county. This training 
provided an opportunity for an increased appreciation for outdoor living. 

“How can we make best use of our food dollar and still maintain good nu- 
tritional standards?” This was a question asked of extension by members of 
the Student Wives Club at Michigan College of Mining and Technology and 
Northern Michigan College. To meet this need, county and district home eco- 
nomics personnel conducted a series of four weekly meetings on such subjects 
as economy in meat buying. Total attendance at the eight sessions numbered 
more than 800. 

Food buying is one of the most important single jobs of a homemaker. To 
help her make wise choices, an MSU consumer marketing information agent is 
headquartered at Marquette and serves the peninsula. Timely shopping infor- 
mation is disseminated through such media as television, radio, daily and weekly 
newspapers, mailing lists and meetings. 


Children and parents 

The faster pace of modern living has increased the complexity of family 
problems. In all counties, women are requesting information that will help 
them better understand and cope with these problems. 

Young homemakers with preschool children find it difficult, if not impossible, 
to affiliate with organized home economics groups. The Marquette County home 
economics extension agent prepares and sends a letter each month to 550 young 
homemakers. This material is carefully selected, and is based on their needs 
and requests. 

In Dickinson County, 30 parents met together last winter for a series of three 
noncredit meetings, entitled “Understanding the Adolescent”. Interest ran 
high. Participants have requested that an advanced course be given this winter. 
In addition to the advanced program, and because of increasing interest, an- 
other beginning course is being offered for new enrollees. Iron County has also 
requested a similar training program. The home economics extension agent 
in Iron Mountain provided the spark for this practical family relations program. 


Women in the community 

Members of home economics groups have been active over the years in serving 
their communities. Broadened home economics extension programs have now 
provided the framework for increased participation of women in community 
development. 

It was through the efforts of the county home economics extension council 
that the Houghton-Keweenaw County Safety Council became an active con- 
tributing organization to communities of the area. Highway safety checks in- 
volved many thousands of vehicles in Houghton and Gogebic Counties. Anti- 
litter campaigns were initiated in Chippewa County. Club women in School- 
craft County have sparked a beautification project which has resulted in the 
planting of lythrum, a “community flower” at many homes and public sites. 


Personal growth and new opportunities 
To help women in their self-improvement programs, encouragement is being 


given to provide opportunities to gain fuller appreciation of good reading, music, 
art, folklore, and history. Esthetic as well as practical values are being stressed. 
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A home economics reference library designed to help local leaders prepare 
lesson materials was established in Houghton County. Women in Alger County 
have asked for resources that will assist them in their desire to improve read- 
ing habits. 

Possibilities of the great books movement are being explored. The “Know- 
Your-County” program in Chippewa has brought about a keener awareness on 
the part of women of the area in which they live. Creativity has been fostered 
through development of the home industries program. This year’s week-long 
district-wide homemakers’ extension camp emphasized the arts program. De- 
sign, workmanship, art and craft appreciation were included. 

A MSU weekly film series on art, history, and music is being presented over 
WDMJ-TV, Marquette. Women in Houghton County are planning a program 
of music appreciation. One or more groups of the MSU cap and gown series, 
the band, glee club, singers, and players appear in most areas of the Upper 
— annually. Arrangements are made through the county extension 
oices. 

BUSINESS, INDUSTRY, LABOR 


Existing agencies charged with the responsibility have sought educational 
assistance in encouraging new industry, servicing small business and con- 
ducting labor education workshops. 


New industries 

For 2 years, the Upper Peninsula Extension Center has cooperated in spon. 
soring a Upper Peninsula industrial development conference designed to stimu- 
late the expansion of old industries and the development of new. 

The Delta County extension director for resource development has been very 
active in an effort to improve marketing outlets for area potatoes. He con- 
ducted a detailed survey to point out the potential and available facilities for 
a potato flake plant. Adequate credit is a major hurdle, but as additional capital 
becomes available, the establishment of this new industry should become a 
reality. An attempt is also underway to establish a strawberry processing plant 
near the area of intensive production in the copper country. 

Many women are interested in supplementing the family income. This need 
was the basis of a home industries program started through the action of the 
District Home Economics Extension Council. Considered the first such effort 
of its kind, a unique demonstration store was established to determine interest 
in the production and marketing of products that could be made in the home, 
discover kinds and quality of items that would sell, gain actual experience in 
merchandising, and help supplement family incomes. 

Articles for sale were produced by home economics group members and others 
from each county, and varied from leather, needle, and copper craft to home- 
made jams and rock collections. The store was operated by the home economics 
members themselves. During the 6 weeks of operation last year, 1,836 articles 
were sold for $1,542. 


Economic base studies 


An economic base study that involved 75 volunteer workers in Mackinac 
County is now completed. It is providing much pertinent data basic to the 
establishment of industry in the St. Ignace area. A similar study, also sparked 
by extension, is underway in the city of Sault Ste. Marie. Assistance was given 
to local groups in Delta and Houghton Counties in surveying industrial poten- 
tialities. In a different vein, soils information furnished the M. A. Hanna 
Mining Co. in Dickinson County helped in the location of facilities. 


Work with ewisting business 


Recognizing the need for efficiently managed business operations that are vig- 
orous and competitive, extension is responding to many requests for service and 
information. A full-time agricultural economist headquartered at the Upper 
Peninsula Extension Center lends support to this important work. Resource 
people have been provided to other institutions, who alone or Gooperatively, 
have sponsored éducational ‘programs for business. In addition to the tourist 
and resort program, mentioned previously, a variety of assistance has been pro- 
vided other types of businesses. 

Processors.—Food processing plants, particularly those that handle dairy 
products, are important to the peninsula’s economy. These plants have been 
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helped with problems of finance, waste disposal, layout, and marketing. Dairy 
technology meetings are held throughout the area and have brought together 
these businessmen who have common problems and solutions to discuss. Food 
handlers, such as wholesale bakers, are served similarly. 

Retailer. education.—In response to needs felt by retail grocery stores in Alger, 
Marquette, Iron, and Baraga Counties, group meetings and demonstrations 
have furnished timely information about store display techniques, merchandis- 
ing, layout, customer appeal, meatcutting, and the importance of quality meat- 
cutting. 

At the request of a retail food chain, a customer traffic flow study was made 
at L’Anse. Results were so satisfactory that the chain management is adopting 
the suggested changes in their other retail outlets. 

In answer to requests from the cooperative groups of the peninsula, a train- 
ing session on public relations was conducted for Upper Peninsula co-ops by 
personnel from the Upper Peninsula Extension Center. 

For the first time last year, an Upper Peninsula Feed Dealers Association 
was organized with the extension livestock specialist providing the motivation 
and guidance. This organization is providing feed dealers with a valuable medi- 
um through which they are gaining the latest information on feeds, seeds and 
fertilizers. 


Work with labor 

Labor unions throughout the area have turned to Michigan State University 
and its Upper Peninsula rural resource development program for educational 
resources that are designed to help create a better informed membership. Labor 
education is now an integral part of the area program. 

Utilizing the services of a Michigan State University labor education specialist 
and Upper Peninsula extension personnel, educational workshops have been held 
at Ishpeming, Marquette, Houghton, Ironwood, White Pine, and other labor cen- 
ters. Close cooperation has been maintained with local labor union officials. 
Wives of labor union members have taken advantage of opportunities to attend 
open meetings designed to present home economics subject matter information. 


Senator McNamara. Thank you very much, your testimony is very 
interesting and most helpful. 

Mr. D. G. Massolia, of the Northern Michigan-Wisconsin Timber 
Producers Association, has been asked to have a statement submitted. 
We will keep the record open for a reasonable time for such state- 
ments. 

Ruth Craine, the Upper Peninsula representative of the Interna- 
tional Ladies Garment Union, has submitted a written statement 
which we have here and will be made part of the record at this point. 

(The statement is as follows :) 


PREPARED STATEMENT OF RUTH CRAINE, UPPER PENINSULA REPRESENTATIVE OF THE 
INTERNATIONAL LADIES GARMENT UNION 


First of all the unemployment situation in this country can be placed 
squarely at the door of the Eisenhower administration. In 1946 the Congress 
passed an act called the Employment Act of 1946. This made it a responsibility 
of the President to check the economic situation in the country annually in 
terms of employment, production, and purchasing power for the purpose of 
setting the economic goals of the country to keep it in a healthy condition. To 
assist the President in this task, the act provided for a council of economic 
advisers who would keep in constant touch with the situation and keep the 
President advised, particularly if there were any danger signs in terms of 
lower production, or unemployment, and so forth. It was through these reports 
that the President could then make his recommendations to Congress to prevent 
recessions or possible depressions from emerging. Also, as Chief Executive he 
has certain powers to invoke programs on how to keep the economy of the 
country at a healthy level. 

It is the contention of many economists that the President has not set 
economic goals of any great importance since 1953. The recession of 1957-58, 
which began to emerge as early as 1955 and 1956, could have been prevented 
if the President and his economic advisers as well as Congress had carried out 
the purposes of the Employment Act of 1946. 
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As a result of the recent recession, the percentage of unemployment in this 
country is still way above normal and instead of planning how to solve this 
problem, the Eisenhower administration raised the cry of “inflation” and the 
need to balance the budget. Both of these excuses have done nothing but scare 
the country and make big business more powerful in its attempt to cut back 
on employment, wages, and working conditions. The steel strike and the rail- 
road problem both reflect this. 

Instead of decreasing unemployment as a result of the Eisenhower program 
to curb inflation and balance the budget, the roles of the unemployed are 
abnormally high and point to a possible recession in the next several years 
unless these false economic policies are reversed. Had Eisenhower pursued poli- 
cies that would increase the purchasing power, make production increase and 
thus create more jobs, his tight budget, tight money, high interest rate policy 
has had the opposite effect. 

One of the big factors in area unemployment came under the description of 
chronically depressed area. Last year Congress passed an Area Redevelopment 
Act which President Eisenhower pocket vetoed. This is the act which would 
have provided means for a Federal Commission to go to chronically depressed 
areas, do a study of the needs in terms of industries, jobs, retraining, and so 
forth. (This area is definitely one of these chronically depressed areas.) 

At the recommendations of the Commission, the Federal Government could 
then make necessary plans to rehabilitate the industries already established in 
the area, attract new industries through certain tax and financing programs and 
plan to retrain the jobless for new work if necessary. This year the Senate has 
passed another area redevelopment bill. What will happen in the House of 
Representatives remains to be seen and what the President will do if it passes 
both Houses of Congress is also a question. 

What are some of the other factors which have affected the unemployment 
picture in America? The increasing power of big business to the detriment of 
small business is another one. Monopoly is on the rise. Mergers of powerful 
interests have occurred at a greater rate in the Eisenhower administration 
than ever before. Small business has been smothered without necessary aid 
from the Government. The same may be said of aid to the large farmers and 
no help to the small. As a result many small businesses and small farms have 

become bankrupt, adding to the float of unemployed. 

' In all of this, prices have been on the rise, the cost of living has climbed 
consistently but wages and purchasing power have not increased at equal or 
comparable rates. As a result the greatest groups of purchasers, the workers 
of the country, have less and less to spend. 

Of course, unemployment among those over 45 has added to the picture. Age 
is certainly a factor. We have been a country where age standards are con- 
| sidered important in terms of work—this, however, is beginning to be considered 
as an important problem and programs for employing the aged are under con- 
' sideration. Discrimination in employment in most parts of the country because 
' of race, color or creed is responsible for some of the unemployment level, too. 
' Aneed for a Federal Fair Employment Practices Act is obvious but practically 

no attempt to get such legislation has been made in the last number of years. 

Eisenhower’s support of Secretary of Labor Mitchell’s opposition to an increase 
| in the minimum wage from $1 to $1.25 per hour is another factor. Mitchell 
has declared the move to increase the minimum wage as inflationary yet there 
are many facts to prove to the contrary. If the lower paid workers of this 
country now covered by the Fair Labor Standards Act were to get that 25 cents 
an hour increase and if millions of more workers were to come under the act— 
there is no question that this additional money would go right back into the 
economy and help create more employment. 

Automation is another serious problem to be faced. As machines replace men 
and women in the factories, mills, and shops of the country, the unemployed 
rolls grow. What is more, the machines can’t purchase the products they make 
and so it becomes a vicious circle of loss of purchasing power causing loss of 
jobs. The President and Congress must put their minds to this problem which 
looms on the horizon and which is one of the basic factors in the steel strike— 
even though the steel companies would deny this. 

Cutbacks in our defense spending has had an effect on the problem—but it 
seems incredible that in a country such as ours we cannot plan enough programs 
in peacetime to keep our people working without depending so heavily on military 
spending. Foreign competition, and unfair competition in some parts of our 
country all also add to the situation. Programs to handle these have not been 
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offered by the administration, and instead of helping to bring up the standard 
of living in the South, for instance, by making it possible for unions to organ- 
ize—acts like the new Labor Reporting and Disclosure Act of 1959 add barriers, 
Where workers need it most, unions are going to be able to help them least under 
the new legislation. Certainly we should encourage private industry to help 
clear up the cause of unemployment but Federal, State, and local governments 
must do their share. 

Here are some of the pieces of Federal legislation we need to create jobs and 
cut down on the number of unemployed in this country. All of them will bring 
more purchasing power to the largest group of consumers—the workers of the 
country—who will spend it. 

1. We need an Area Redevelopment Act. 

2. We need to bring our Unemployment Insurance Act up to date by cre. 
ating Federal standards which the States would have to meet. 

8. We need to pass the $1.25 per hour minimum wage law also bringing 
many more workers under the Fair Labor Standards Act and increasing 
the minimum wages in Puerto Rico. 

4. We need a broader housing program which would provide more and 
better housing in this country and at the same time provide jobs to the 
construction industry. 

5. We need Federal aid to education which would build schools, provide 
more teachers, and train more and better workers. 

6. We need to build more hospitals. 

7. We need to help those under social security and put more purchasing 
power in their hands by increasing their benefits to meet the rise in the 
cost of living. We need to pass the Forand bill which would provide sur- 
gical, hospital, and nursing care for those under social security since medi- 
eal costs have increased more than 28 percent since 1949. 

8. We need a more equitable tax program for the lower income groups. 

9. We need a reversal of the tight-money high-interest policy. 

And most important of all, we need an administration and a Congress which 
will recognize that the Employment Act of 1946 should be employed as it was 
meant to be—as a preventative for recessions and an incentive for cutting down 
abnormal, unnecessary, and inexcusable unemployment. 

There is an additional problem where the wife is a wage earner while the 
husband is unemployed. Also, it is difficult for young men to find work in the 
community; therefore many are required to leave the area to find employment. 


International Ladies’ Garment Workers in Michigan 


Local 286, Ishpeming, Gwinn 

Local 421, Escanaba 

Local 540, Norway 

Local 344, Bay City 

Local 317, Bay City 

Local 318, Detroit. 

Local 355, Manistee 

Local 364, Port Huron 

Local 442, Detroit. 

Local 448, Jackson 

Local 492, Saginaw. 
Note.—Norway shop working 8 days a week, about 40 members on layoff. Queen City 


Dress Manufacturing of Marquette closed, 30 members out of business. Negaunee Needle 
Craft of Negaunee closed, 40 members out of businses. Kalamazoo shop out of business. 


Senator McNamara. Dominic Jacobetti, State representative, from 
ete County, will submit a statement through the mail for the 
record. 

There are no further witnesses? I want to thank everybody for their 
cooperation, particularly the hospitality we have been shown by the 
Federal judge and his staff. 

The hearings are adjourned. 
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THURSDAY, NOVEMBER 12, 1959 


U.S. SENATE, 
SpecraAL COMMITTEE ON UNEMPLOYMENT PROBLEMS, 
Detroit, Mich. 

The special committee met, pursuant. to notice, at 9:30 a.m., in the 
McGregor Memorial Center, Wayne University, Detroit, Mich., Sen- 
ator Eugene McCarthy, chairman, presiding. 

Present: Senators McCarthy, and McNamara. 

Also present: Lawrence C. Merthan, staff director; Samuel V. Mer- 
rick, counsel; Harold Brown, assistant to administrative director; 
Emerson Hynes, legislative assistant to Senator Eugene McCarthy, 
chairman of committee; Fred B. Rhodes, assistant staff director; 
John L. Sweeney, legislative assistant to Senator McNamara; and 
Robert Perrin, administrative assistant to Senator McNamara. 

Chairman McCarrny. The hearing will be in order. 

The hearings here in Detroit are held pursuant to Senate Resolu- 
tion 196 which was adopted on September 12, 1959. Under the reso- 
lution, the special committee was directed to make a full and complete 
investigation and study of unemployment conditions in the United 
States, giving particular consideration to areas of critical unemploy- 
ment, for the purpose of determining what can be done to alleviate 
those conditions, and to report the findings and recommendations to 
the Senate no later than January 31, 1960. 

Since the adjournment of Congress, we have been holding hearings, 
some in Washington, and some in other parts of the country, pursuant 
to the instructions of this resolution. We have tried to select cities 
} and areas where people, we thought, would give the testimony that 
would be most helpful to us in the work of our committee and might 
give us information and suggestions which we might include in our 
report. 

We have come to Michigan, to Detroit particularly, because we feel 
that a number of forces and factors bearing on unemployment have 
been demonstrated rather clearly in this area—the problem of auto- 
mation, the effect of international trade policies on domestic industry, 
the effect of labor legislation, the effect of unionization, managerial 
policy, the effect of Government procurement policies, particularly 
defense contracts and changes in defense policy, the question of the 
mobility of workers and the mobility of industry, and also a number 
of related efforts which have been made by unions and also by manage- 
ment to try to alleviate the effects of unemployment. In addition to 
that, of course, is the fact that in the field of unemployment the efforts 
which have been made in Michigan—the Michigan laws relating to 
benefits and its extent of coverage—have set an example for the rest 
of the country. 
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So for those reasons we have scheduled hearings here in Detroit, 
and we particularly appreciate the willingness of the witnesses who 
have replied to our request and who are scheduled to appear here 
today and tomorrow. 

Senator McNamara. 

Senator McNamara. I have nothing to add to your opening state- 
ment, Mr. Chairman. 

I would like to make a request that the lead editorial in the Detroit 
Free Press this morning dealing with the hearings and recommenda- 
tions on unemployment in the Upper Peninsula be made part of the 
record at this time. 

Chairman McCarrtuy. Very well. It isso ordered. 

(The article referred to follows :) 


[From the Detroit Free Press, Nov. 12, 1959] 
As WE Sere It: No Easy STopprne OF THE UP’S SLIDE 


Hearings on unemployment in the Upper Peninsula, and the economic status 
of that area, conducted by Senator Pat McNamara, disclose a gloomy picture 
which is of serious concern to the entire State. 

The Upper Peninsula, historically speaking, offers a classic example of what 
happens to an area which undergoes systematic and concentrated exploitation 
of its resources. 

Once a treasure house of timber and minerals, the Upper Peninsula has been 
to a large extent stripped of both. As a result it has been now for perhaps 
30 years or more a generally depressed area. In calling it that, we are fully 
aware that there are sections and communities which prove the exception to 
the rule. 

But for the Upper Peninsula as a whole, the facts speak for themselves. 
Since 1920, while Michigan has experienced, overall, a big population growth, 
UP population has declined. In a decade of expanding economy for Michigan, 
the UP has experienced distressing decreases in employment. 

The reasons are fairly obvious. With the decline of mining and lumbering 
through depletion of those resources, other industry has not taken their place. 
Why that has happened, if it can be determined, may contain the clue to the 
way to rehabilitate that part of Michigan above the straits. 

Tourism, of course, has helped out, and has probably been accelerated by 
the construction of the Mackinac Bridge. But tourism, up to now at least, has 
been a largely seasonal industry and has not assumed sufficiently large pro- 
portions to provide an economic renaissance for the whole Upper Peninsula. 

Senator McNamara and those helping him have no easy task in finding a 
solution to the UP’s problems. Subsidies and doles, as were proposed, are not 
likely to provide the real answer. What the UP needs is something much more 
fundamental than that. 

It is going to take some real study to find a way by which the UP’s economy 
can be made as dynamic as that of the rest of Michigan. Every possible State 
and Federal facility should be made available for that purpose. 


Chairman McCartuy. The Chair will call the Honorable Louis 
Miriani, mayor of Detroit, as our first witness. 


STATEMENT OF HON. LOUIS C. MIRIANI, MAYOR, CITY OF DETROIT; 
ACCOMPANIED BY ROBERT J. TEMPLE, ASSISTANT GENERAL 
SUPERINTENDENT, DEPARTMENT OF PUBLIC WELFARE 


Mr. Mrerant. Thank you, Senator McCarthy. May I state that I 
am very happy to appear before the committee, before yourself, and 
our very fine senior Senator, Patrick McNamara, who is a close per: 
sonal friend of mine, and a man who certainly understands the fiscal 
policies of the city, because he was a councilman at one time, and he 
certainly has a deep understanding of the problem. 
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I have a statement that will, I think, only take about 10 minutes to 
read, and copies can then be furnished for the stenographic record. 
Then I have just a few observations to make regarding the fiscal 
budget of the city. 

It — me great pleasure to extend to you honorable gentlemen 
the official welcome to the city of Detroit, and I want to thank you 
gentlemen for extending this opportunity to testify. 

Your decision to come to Detroit in search of facts in connection 
with the vital problem of chronic unemployment was a most com- 
mendable step in the right direction. 

Because here you will find the principal elements involved in this 
national problem. 

And here also you can get firsthand knowledge of how remedial 
measures can be put into effect, not just for Detroit, but for the major- 
ity of communities throughout the Nation. 

Permit me to point out a few reasons why I consider Detroit to be 
a typical community as to the national concern over the problem of 
increasing chronic unemployment. 

The first is that it has suffered from the natural aging of American 
| urban areas. 

The second is that it has been hit by the national trend toward urban 
; living. 

' The third, is that, as a core city of a metropolitan area, it is bearing 
' the brunt of the problems arising from the rapid expansion of our 
; national population. 

The fourth, is that it has been hit by the trend toward decentraliza- 
' tion of industry. 

' The fifth, is that it is experiencing the initial shocks resulting from 
; automation. 

| The cities of America have been put on notice that during the next 

20 or 25 years they must absorb some 60 million additional persons. 

_ When one considers that this increase represents the equivalent of 600 
| entirely new cities of 100,000 population each, or 1,200 new cities 
| of 50,000 population each, the problem must be seen as one of stagger- 
| ing proportions. 
en one considers that during the next two decades, more popula- 
_ tion will be added to urban areas in the United States than existed in 
| the entire Nation only 70 years ago, we must face up to the question of 
' whether or not we are going to plan adequately to meet the problems 
, arising from this dramatic growth of population. 
The urban growth of the past five decades has now reached the point 
' where only 11 percent of the total unemployment in the Nation is rep- 
; resented by agricultural workers and where approximately 80 percent 
of the wealth produced in this Nation is produced in urban areas. 

Not too long ago Federal Housing Administrator Albert M. Cole 
warned that any city that does not set in motion by 1960 a comprehen- 
sive program to halt blight will be flirting with municipal ruin by 
1965. The same warning can be issued in regard to communities who 
fail to act and plan now for the population growth which is fast de- 
seending upon us. 

If the present trend continues, where programs have failed to keep 
up with the spread of blight, it is estimated by experts that 30 million 
Americans will be living in slum areas by 1975. 
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Continued neglect of this problem in our cities now, is going to cost 
every taxpayer in the State untold millions in the future as a great 
bulk of our taxable properties decline in value. 

But it is also becoming increasingly obvious that we must gear our 
urban redevelopment programs to meet the expanding needs for job 
opportunities. 

I have appeared before several congressional committees and have 
pleaded for action on each of the many measures which have been 
concerned with the problems of millions of Americans who have been 
reduced to public handouts of one kind or another, to provide food and 
shelter for their families. 

Individually, none of these measures despite their importance can 
do all the job that requires doing. 

Collectively the many programs under consideration could do a job, 
but I am fearful the total impact will make but a dent, because there 
are still too many who have not awakened to the full seriousness of 
the situation resulting from changing times. 

The critical unemployment problem in our communities of major 
population densities is caused by many factors other than those that 
can be blamed on recessions. 

The abnormal growth and abnormal shifting of population results 
in the unemployment of the youngsters who would enter the employ- 
ment fields but find the market for manpower already oversaturated. 
Automation and increased efficiencies in manufacturing processes have 
added greatly to the unemployment problem. 

The industrial revolution causing countless numbers of large in- 
dustries to decentralize, merge with others, or move to areas of greater 
land availability, is another serious factor, as is the abandonment of 
old multistoried factories which are no longer economically usable. 

When these firms move out of a community, they leave much of the 
working force behind, too many of them in the upper age brackets who 
cannot find reemployment nor face an uprooting from their lifetime 
neighborhoods. 

Because of all of the varied reasons, Detroit faces a continued unen- 
ployment of at least 12 percent of its labor force. 


WELFARE CASELOAD 


Our welfare caseload in March 1959 was five times as large as it had 
been in September 1953. In the first 9 months of 1959, over 6,600 fam- 
ilies who had never previously received relief became dependent in 
Detroit. Men with several years seniority with major manufacturers 
are still not back at work, and the plight of the older worker whose 
employer went out of busines or out of town is often even worse. 

We had over 300,000 unemployed in the Detroit metropolitan area 
in July 1958, with the September 1959 unemployment estimated at 
120,000. According to some authorities, this figure is. understated 
rather than overstated. During the last 3 years, the unemployment 
figure in the Detroit area has never been below 90,000. 

At the end of April we sampled the employables on relief with re 
spect to physical employability, age, number of dependents, sex, edu- 
cation, marital status, and employment. We compared these charac- 
teristics with those observed in similar 1956 and 1958 samplings. 
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This survey again confirmed that the principal relief problem is 
with the unskilled, with less than a high school education, with several 
dependents and in an active age group. 

Thirty-five percent of those on relief today are fully employable per- 
sons whereas only 4 years ago it was 4 percent. 

Forgetting for the moment that something must be done immedi- 
ately for this large group of employable persons, it seems as though 
we as a Nation must take a serious look at our educational system to 
devise means for developing adaptability and mechanical skills and 
enone avoiding school dropouts before capabilities are fully de- 
veloped. 

This is not a local problem. Only 16 percent of the cases I have re- 
ferred to represent persons whose origin was in the State of Michigan. 
Fifty-five percent originated from five Southern States. 

For a short range approach a retraining program is needed to meet 
the changing industrial patterns and the needs of expanding service- 
type commercial businesses. 

There is also the need to provide immediate jobs, which can be done 
through federally financed public works projects. Serious considera- 
tion should also be given to a general assistance program, with Federal 
participation, perhaps replacing the categories such as old age, A.D.C., 
et cetera. This could do much to ease the hardships faced by indi- 
vidual families or communities in times of economic dislocation. 

Most important, of course, is the long-range solution. While we 
cannot ignore the pressing needs of today, we want to be sure that 
our economic development is soundly based. We want also to avoid 
| patchwork solutions requiring constant emergency action to meet 
human needs. 

In this respect, I would suggest that we continue to use the best 
thinking of our legislators and others to find solutions to the un- 
employment problem. Perhaps some such agency in the Federal 
Government as our city plan or regional planning groups could collect 
the information and make it available to employers seeking locations. 
| Perhaps locations under such a plan would be more influenced by 
the comparative merits of the places and less by the amount spent by 
the States on promotion than is presently the case. Such a body 
could make studies of economic conditions, including the tax studies 
and conditions of doing business studies mentioned as needed in the 
Haber report—which no doubt will be filed with you—*What’s 
Ahead for Michigan?” published by the W. E. Upjohn Institute for 
Employment Research. I suggest central planning of an information- 
furnishing type, with the problems of the employer kept primarily 
m mind. 

NEED FOR ALL-OUT ATTACK ON UNEMPLOYMENT PROBLEM 


I want to appeal to you and, through you, to all the Members of 

ongress for an all-out attack on the entire unemployment problem. 

The hard-hit surplus labor areas need immediate programs which 
will create jobs as quickly as possible, and they need an immediate 
start on programs for long-range jobmaking purposes, such as area 
redevelopment, and particularly in the industrial redevelopment field. 

Some time ago, our department heads prepared a public works 
program totaling $45 million and which would provide almost 13 
million man-hours of labor. 
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These are worthwhile and needed capital improvement projects 
which have been delayed, and which we would have authorized if we 
had the funds. These projects are over and above the total authorized 
capital improvement programs already financed by normal local and 
State and Federal matching funds. 

This program can be launched at once. This program will put men 
to work at once. ' 

Similar programs are available throughout Michigan. They are, 
no doubt, available to every hard-hit area throughout the Nation. 

Federal relief offers the only available approach to such work pro- 
grams. Such relief must come as quickly as possible. It must be 
available when needed and as needed. It must come in a realistic 
form, and tailored to the varied abilities of local governments to 
participate. 

Many communities will require outright grants-in-aid, not only for 
works programs but to meet welfare obligations. Others will require 
long-term loans, with a few years of moratorium on repayment 
and/or interest charges. 

There have been several bills submitted to Congress that recognize 
the need for making available useful employment opportunities to 
all those able, willing, and desiring to work. 

I urge that Federal projects for construction, flood control, high- 
ways, and others of that type be put into immediate programing. 

Tax-relief measures should be evaluated as to their effectiveness in 
providing employment most quickly. ; 

More effort should be given toward the channeling of defense con- 
tracts into surplus-labor areas. 

Detroit has joined with other cities in trying to obtain a relaxing, 
if not the removal, of slum-housing requirements in the Federal rede- 
velopment program. 

The removal of industrial slums and the development of factory F 
sites, in me with modern manufacturing needs, is one way of § 
creating new jobs in the industrial centers of the Nation. — 

Detroit has already proven this point in its pilot project in its Mil- F 
waukee-J unction area. : 

There are hundreds and hundreds of acres of industrial and com- 
mercial slums which should be programed, but are standing idle and 
useless because they do not qualify for Federal participation under F 
the Housing Act because no slum housing is involved. 

As I stated before, no program can be complete if we fail to take 
all necessary steps to create job opportunities for the rapidly expand- F 


ing urban opulations. 
he healthiest aspect of Government is the expression and demon- F 


stration of a keen desire to ascertain all the pertinent facts so that F 


decisions can be made in the best interests of the greatest number. 


This is true democracy at work. 
I am sure your committee will find a wealth of facts here in Detroit 
as you hear from the experts in the various fields. . 
f you want to learn the truth about how much misery the average F 
man will endure before he asks for a charity handout, all you have to 
do is to visit the welfare intake centers in Detroit and listen. 
For thousands of these unfortunate people, it is their first experi- 
ence with a welfare agency. A large percentage are men with families 
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who had up to 10 years of seniority in the plants before they lost 
their jobs. 

They still are able to work, and they still want jobs, not charity. _ 

The difficulties which beset Detroit are, in varying degrees, appli- 
cable to all major industrial cities of the Nation. 

The smaller communities have a proportionately greater problem 
because of their difficulties in recruiting redevelopment and planning 
staffs and in organizing effective programs. 


NEED TO REBUILD RUNDOWN CITIES 


_ Our Representatives in Congress have, by and large, supported 
the rebuilding of Europe and the bolstering of other undeveloped 
countries. 

There is a large and informed body of public opinion which under- 
stands the need for foreign aid. It is time that the need to rebuild 
our own rundown cities should be equally well understood, _ 

Eighteen million people are living in slum-saturated cities, and our 
slum-clearance and redevelopment programs are not keeping pace with 
_ the spread of blight. le 
| Millions of our people who are able and willing to work are depend- 
ent upon charity for clothing, shelter, and food, while the onslaughts 
_ of automation and other industrial changes far outstrip even the goals 

of proposed programs. 
uabor has certainly become conscious of the approaching monster 
_ which threatens to devour our economy, and we are currently suffering 
_ from the first frantic efforts on the part of labor to stave off suspected, 
_ fearful consequences. 

' Unless answers are found quickly, this situation will grow in seri- 
ousness to where it can well undermine the economic welfare of our 
| entire Nation. 

' Ido not envy you in the gigantic task of finding solutions to these 
| problems which face our Nation. 

We have but gained a glimpse of the causes, the exploding popula- 
| tion, the shift toward urban, rather than rural living, the aging of 

our industrial centers, and the evolution of industrial methods, of 
_ which automation is but a part. ‘ 
| We have yet to assess the total effects, let alone create effective pro- 

grams to meet the impact of the threats they contain. 
_ It is high time we Americans take off our rose-colored glasses of 
» smugness and steel ourselves for a cold appraisal of what is happen- 
, Ing to us as the richest Nation on earth. It is a gloomy picture to be 
' sure and we cannot ignore it. We have the capabilities to face up to 


| our responsibilities, 
_ , All we need is half the enthusiasm we have exhibited while waiting, 
in hypnotic lunacy, for the Communists to show us a photograph of 


| the dark side of the moon. 


FISCAL EXPENDITURES 


This concludes my statement. I should like to add this, in July 1, 
1958, to June 30, 1959, which is our budget year, we spent $30 million 
in relief for caring for people while under unemployment compensa- 
tion, totalled $237,000. We have the chart here so you can get this 
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figure. Now, $814 million of $30 million was money that we put in 
our bate, and that represents 814 percent of our tax budget. The 
rest of the money was given to us by the State under a formula by 
which, after we pay $8,250,000, $814 million in round figures, they will 
pick up the rest of it. But if you take the total and add it, it comes 
to almost 10 percent of our budget. The distressing part of this is that 
this year beginning July 1, 1959, and ending June 30, we will run out 
of our $8,250,000 between December 10 and December 20, and the 
State, we trust, will pick up the rest of it. And that will total almost 
some $20 million to $22 million. 


URBAN DEVELOPMENT 


Now, in urban redevelopment we have put in our budget nearly $6 
million. If, for example, that money that we are now spending in 
that sense was ‘available for this rebuilding program—and certainly 
we in Detroit have about 15 of them documented, we had filled about 
6 or 7 accepted by the Federal Government, we do almost $225 million 
to $240 million worth of capital improvements in urban redevelop- 
ment which would be commercial and industrial and whatnot. And 
as an example of the industrial program which we put into effect sev- 
eral years ago, even though we are beginners at it and moving, we 
did in 1958 attract about 120-odd small companies totalling numbers 
of new jobs of roughly between 3,800 and 4,400. And in the current 
renewal program that the Federal Government has participated in 
and is participating in, called Old Corktown, for example, we are now 
working with new companies. 


CAPITAL IMPROVEMENT PROGRAM 


And, incidentally, it has not been the policy of Detroit or the State 
of Michigan to go about stealing industries. We approach industries 
with the idea of asking them if perhaps they need a branch or an 
avenue, because of the capabilities of Detroit and the surrounding 
communities. And we have, for example, two employers at the mo- 
ment now discussing with us, one a food processing plant. For some 
reason Detroit has not been known as a food processing center. But 
assuming that we can work this out with them, and we think we can, 
sometime in 1960 a food processing plant will be built, and the number 
of employees alone—and this is not taking it from any other area in 
the country, it is simply the ability of the Detroit, and the sales they 
would make here—it would be 25,750 new jobs. 

So, we are sold, at least as mayor, the short time I have been mayor, 
we are sold on an urban redevelopment program, and also the capital 
improvement program that we are talking about, through which there 
are untold thousands of new jobs that can be created, created because 
of new changes. 

LAKE HURON 


And I close with this. At the moment, as Senator McNamara well 
knows, we have decided to go to Lake Huron for water. It is as fresh 
out there, they tell me, as when the Indians had it. For some reason 
there had been no pollution at all, and the bacteria count is seven, 
whereas here it is 31. It is a staggering job, and it is going to cost 
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$950 million. But despite the fact that we have worked out with 
bankers and underwriters a program that we can begin, it might take 
us about 6 years to get that, and it will take a total of $250 million, 
which in effect is capital producing, and job producing, and when it 
is set up it would have the effect of producing jobs for roughly about 
1,500 employees. 
‘Jam not advocating that we want a handout, what I am advocating 
is that this water source is actually not a source for Detroit alone, 
because right at the minute we have sufficient water to pump a billion 
gallons.a. day, but that water source would give us a second intake way, 
in case of an emergency or a national disaster of one kind and another, 
and if this water source that we have was knocked out, Detroit would 
be completely isolated, as would be all our defense industries. 

So this source I think has a potential that the Government should be 
interested in, because of its value in a national emergency. 

But there isn’t anywhere for us to borrow money except to go to 
banks and work them out on a 1, say, to a 15- or 20-year amortization. 
And certainly there must be many, many other cities. I know the 
bankers continue to argue with me that right away we dry up their 
source. I am not talking about the $120 million of capital improve- 
ment we do yearly, of which we borrow roughly around $30 million 
to $40 million. That is the daily contact of work, and the bankers 
and the underwriters are entitled to be paid, and we are happy. But 
this is something different, over and above that. And if there was a 
method of getting this money to push the program so that instead of 
taking 8 or 9 years we could get it completed in 4 years, with the un- 


told results of construction work, new job opportunities beginning 
from here all along the river up to Lake Huron, and tracing it on 


back to Flint, and coming on back into that belt, we would actually 


have an additional facility of about 700 million gallons of additional 
water, and it would be a tremendous thing, let us say, the rebuilding 


of something essentially needed, and someday the Government will 
probably say that all of the people who had a hand in it had fore- 


} sight and had wisdom, and had vision. 


I just give you that, not pleading in any way that we want a hand- 
out. I drop that as one of many programs that actually fit into a de- 


_ fense picture so that if something happened tomorrow morning to the 


waterworks or the river down here with the one intake, I am sure that 


Hall of us would certainly be knowingly embarrassed and rather de- 


spondent and disappointed, we simply couldn't in any measure at. all 
even begin to pick up the slack that it would create in our inability, 
let us say, to defend ourselves. 

Texpress my appreciation and thanks to you for inviting us to come. 
And we will leave this brochure which will give you the total number 
of people which can work in a welfare load which can then tell us ex- 
actly what it is. 

That, and also this book, about which I think Mr. Haber may testify. 

Chairman McCarrny. Thank you very much, Mayor Miriani. 

Senator McNamara? 

Senator McNamara. Mr. Chairman, I would suggest at this point 
that the material submitted by the mayor, in addition to his very fine 
testimony, be made part of the record. ' 

Chairman McCarruy. Without objection, it will be added. 
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(The brochure, “Studies of Caseload Characteristics, October 1959, 
City of Detroit, Department of Public Welfare,” follows :) 


SpecraL STUDIES oF CASELOAD CHARACTERISTICS, OCTOBER 1959 
EXHIBITS 


Employability analysis of case heads. 
. Year recipient first came to Detroit. 
. Year recipient first received relief. 
Fully employable segment of caseload : 
Year recipient first came to Detroit. 
Year recipient first received relief. 
. Restricted employable segment of caseload : 
Year recipient first came to Detroit. 
Year recipient first received relief. 
6. Characteristics of case heads by employability groupings: 
Age; marital status ; race and citizenship. 
7. Sampling employable heads of relief cases: re 
At June 15, 1956 ; March 7, 1958; April 29, 1959. 
8. Detroit relief and unemployment, 1949-59. 


ExHrsiT 1.—Employability analysis of case heads 


Number 


1958... 
1957 
1956... 
1955... 
1954... 
1953... 
1952... 
1951... 
Before | 


EXHIBIT 2.—Year recipient first came to Detroit 


1959... 


1958... 
Percentage of 1957... 


total case- 1956... 
Number of | Percentage of | load ist came 1955... 
cases total case- to Detroit 1954... 
in year 1953 
indicated 1952... 
or later 1951... 


Before 
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EXHIBIT 3.—Year recipient first received relief 








Percentage of 
total case- 
Number of | Percentage load first 
cases of total received 
caseload relief in year 
indicated or 
later 


| 


' 
' 
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1946 to 1950. 
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1936 to 1940 
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EXHIBIT 4.—Fully employable segment 
YEAR RECIPIENT FIRST CAME TO DETROIT 


Percentage 
of cases first 
Number of | Percentage came to 
cases of cases Detroit in 
year indi- 
cated or later 


1 
2 
3 
4 
3 
8 
6 
4 
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ExHisit 5.—Restricted employable segment 
YEAR RECIPIENT FIRST CAME TO DETROIT 





Percentage 

of ce ses first 
Number of | Percentage came to 
cases of cases Detroit in 
year indi- 

cated or later 
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Exuisit 6.—Characteristics of case heads by employability grouping 


Fully employable a ene Remaining cases 
able 


oe eee aaeeete Er 
Percent Percent ment 
2 3 
43 
26 
Man 
Non! 
: Serv 
Marital status: Non 








Deserted, separated 
Divorced 
Unmarried 

— widower - - - 


I ok it oahcamebsieehdadnenateise 








Race and citizenship: 
Nonwhite citizen 
White citizen 

















Totals 
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EXHIBIT 7.—Sampling employable heads of relief cases 


Percentages 


June 15, 1956 Mar. 7, 1958 Apr. 29, 1959 





Employability class: 
Fully employable 
Restricted employable 





Total sample 








Employability factors: 
Work skills: 
Skilled 
Semiskilled 
Unskilled 
Education: 


GU G0 Tk dence scans 
60 and over 

Marital: 
Single 


Dependents: 
0 











Employment service also sampled place of origin and place of last employ- 
ment in the April 29, 1959 sample: 
PLACE OF EMPLOYMENT PLACE OF ORIGIN 
Percent Percent 
Manufacturing 59 | Alabama __- 
Nonmanufacturing - - - _- 18| Michigan 
Service and odd job__. 20 | Mississippi 
None 3| Georgia 
Tennessee 
Arkansas 
All others 
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CHART C.—Detroit Relief and Unemployment, 1949-59. 
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(The Haber report, “What’s Ahead for Michigan,” follows :) 





WHAT'S 
AHEAD 
FOR 
MICHIGAN? 


BY 
William Haber, The University of Michigan 
AND 
Eugene C. McKean, Harold C. Taylor 
The W. E. Upjohn Institute for Employment Research 


The first chapter of a book entitled 


THE MICHIGAN ECONOMY: 
ITS POTENTIALS AND ITS PROBLEMS 


PUBLISHED BY 


The W. E. Upjohn Institute for Employment Research 
709 South Westnedge Avenue 
Kalamazoo, Michigan 








Foreword and Acknowledgments 


MANY PERSONS in the state of Michigan have been concerned with 
the need for a study of the Michigan economy, and their concern 
has been mounting in intensity for a good many years. It is de- 
sirable to recount the indebtedness of the authors of this report to 
some of the persons and groups that have long been interested in 
the economic problems of the state. 

Professor Haber has been interested in the labor and employ- 
ment problems of the state of Michigan for nearly three decades. 
That interest was expressed, for example, in a short study of the 
Michigan economy which was included in his report, How Much 
Does It Cost?, prepared for the Michigan Employment Security 
Commission in 1951. His belief that the need for a more intensive 
study of the Michigan economy had become acute led to his 
proposal, in the early spring of 1958, that such a study be carried 
on under his direction and under the auspices of the W. E. Upjohn 
Institute for Employment Research. 

The entire program and objective of the Institute are such that 
Professor Haber’s proposal was received with enthusiasm. More- 
over, the Institute had had specific reasons to develop a high 
degree of interest in such a study. Dr. Taylor had been chairman, 
since August, 1956, of the Advisory Committee on Industrial 
Expansion Research of the Michigan Department of Economic 
Development. For nearly two years, that committee had been 
laying plans for studies of the Michigan economy, and had carried 
on some pilot studies related to the subject. Members of this com- 
mittee were Dean Lloyd E. Fitzgeraid of the College of Commerce 
and Finance, University of Detroit; Dean Walter C. Folley of the 
School of Business Administration, Wayne State University; Dean 
Russell A. Stevenson of the School of Business Administration, 
University of Michigan; and Dean Herman J. Wyngarden of the 
College of Business and Public Service, Michigan State University, 
who was later succeeded by Dean Alfred L. Seelye. 

This committee was aided at all times by the directors of the 
bureaus of business research at the four universities. Dr. Paul A. 
Herbert, Chief of the Research Division of the Michigan Depart- 
ment of Economic Development, served as secretary to the com- 
mittee. Dr. Wilbur R. Thompson, Assistant Professor of Economics 
at Wayne State University, was engaged as staff director for the 
committee. The work of the committee resulted in two reports. 
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One was a Proposal for A Research Project Entitled, “Forecasting 
State Economic Development (with Special Reference to Mich- 
igan),” which was presented to the Economic Development Com- 
mission in November, 1958. The other was a book by Professor 
Thompson and Professor John M. Mattila, entitled, An Econ- 
ometric Model of Postwar State Industrial Development. The bok 
is now being published by Wayne State University Press. The 
authors of the present report are much indebted to all those who 
participated in these committee activities which, among other 
things, indicated several areas in which detailed research was 
urgently needed. 

The authors accept responsibility for all statements made in the 
study. They are grateful for the counsel and criticism of many 
persons in government, labor, universities, and industry. All or 
most of the manuscript has been read by Dr. Paul A. Herbert; Dr. 
Paul W. McCracken, Professor of Business Conditions, School of 
Business Administration, University of Michigan; Samuel C. Stearn, 
Chief, Labor Market Analysis Section, Research and Statistics 
Division, Michigan Employment Security Commission; John R. 
Stewart, Director of Research, Greater Detroit Board of Comn- 
merce; and Nat Weinberg, Director of Special Projects and Eco- 
nomic Analysis Department, and Woodrow L. Ginsburg, Director 
of the Research and Engineering Department, UAW. The opening 
chapter, ‘“‘What’s Ahead for Michigan?” which contains a summary 
and conclusions, has also been read and criticized by Walter H. 
Blucher, Executive Director, Southeastern Michigan Metropolitan 
Community Research Corporation; Dr. Harvey E. Brazer, Associate 
Professor of Economics and Research Associate, Institute of Pub- 
lic Administration, University of Michigan; William M. Day, Pres- 
ident, Michigan Bell Telephone Company and Commissiop Chair- 
man, Michigan Department of Economic Development; Dr. George 
Katona, Program Director, Survey Research Center University of, 
Michigan; H. F. Lange, Vice President and Treasurer, Michigan 
Bell Telephone Company; and Dr. Rensis Likert, Director, Institute 
of Social Research, University of Michigan. 

Special thanks are due to Mr. Stearn and to Norman Barcus, 
Director of Research, Michigan Employment Security Commission, 
both of whom gave counsel and assistance to the authors on manly 
occasions while this study was in progress. 

The authors are indebted also to those who have prepared 
special studies or reports for this volume. These include Dr. f 
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Brazer; Fantus Factory Locating Service; Dr. Daniel H. Kruger, 
Coordinator, Labor and Industrial Relations Center, Michigan 
State University; Dr. Edwin Grossnickle, Professor of General 
Business, School of Business, Western Michigan University; and 
Henry C. Thole, Industrial Project Director, the W. E. Upjohn 
Institute for Employment Research. In addition, Dr. Kruger helped 
with the editing of several chapters of the manuscript; Professor 
Walter W. Waring of Kalamazoo College participated in the 
editorial work on most of the manuscript; and Carleton W. Collin 
of Station WKZO, Kalamazoo, did considerable work in preparing 
the statistical tables included in the study. 

Although considerable time and effort have been expended in 
preparing this study of the Michigan economy, the report must be 
regarded as exploratory rather than as definitive. On many impor- 
tant issues, the authors have been able to do little more than to 
demonstrate the need for further study, and to spell out the 
directions in which such further study ought to proceed. To pro- 
vide a definitive study of the Michigan economy will require many 
times as much effort as has gone into the present report. 

It is hoped that this report will help the people of Michigan to 
secure a better understanding of the economic problems of their 
state. Even more, however, it is hoped that the study will stimulate 
the interest of the citizens of the state in carrying on further 
studies and in pursuing the lines of action which the authors believe 
are urgently needed. The authors hope that the Committee on 
Michigan’s Economic Future will be in a position to spearhead 
further study and action, and they hope that this report will pro- 
vide the committee with a useful starting point for its work. 


The W. E. Upjohn Institute 
for Employment Research 
September, 1959 
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What’s Ahead for Michigan?* 


Introduction 


WHAT IS LIFE going to be like in Michigan during the next five, ten, 
or fifteen years? How big will the state be? How prosperous will 
it be? Will business and industry flourish? Will there be jobs for all 
who wish to work, and at wages which provide a standard of living 
equal to or better than is available in other states? Will the state be 
looked upon as a bright spot in the nation, or as a problem area? 
What problems shall we face? Can we know about them now, and 
can we do something about solving them? 

Such questions as these are of interest to the people of any state 
at any time. Certainly they are of interest to the people of Mich- 
igan. Indeed, the people of Michigan may be especially concerned 
with the answers to such questions. Our unemployment rate was 
higher than that of the nation during the 1958 recession, and it 
remained higher during the period of national recovery which was 
taking place during 1959. We find that our state government is in 
financial difficulties. We hear it said that the “climate for business” 
is poor in Michigan. Such charges come not only from various fac- 
tions within the state, but are reported also in the public press all 
over the nation. We Michiganders have had reason to do a rather 
special amount of soul-searching with respect to the economic des- 
tiny of our state. 

Many of the answers we need in order to plot our course effec- 
tively in the years ahead are simply not available without much 
careful economic research followed by a great deal of thoughtful 
appraisal. Still, some answers can be given; and at least a clear 
enough picture of the state and its economic problems can be pre- 
sented so that people will know what questions to ask and what 
answers to seek. In the following pages the problems of the state’s 


—— 


* This is the first chapter of a book entitled, The Michigan Economy: Its Potentials and 
Its Problems. This chapter is less than a complete summary of the book, in that it does not 
review systematically each major topic covered in the book as a whole. In another sense, 
this chapter is more than a summary. It attempts to present issues and points of view 
relating to Michigan’s economic problems, whether those issues have been covered ade- 
quately by our own research or not. Thus, we hope that this chapter will be helpful to the 
citizens of Michigan, not only as a report of research completed and an outline of what 
— to be done, but also as a more general guide to their own thinking about the future 
of the state, 
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economic future will be outlined as well as can be done on the 
basis of existing information. 

We may say at the outset that prolonged and substantial unem- 
ployment has been one of the major factors leading the people of 
Michigan to be concerned about the future. The state reached, in 
1953, a total nonfarm employment of 2,694,000, a number which 
has not been equaled yet in any year since 1953. Thus, although 
we had a very good year in 1955 because of the high demand for 
automobiles, one can say that our employment troubles really 
started after the peak year of 1953. In 1956 and 1957, when the 
nation as a whole was enjoying a high degree of prosperity, Mich- 
igan had 6.5 and 6.8 percent of its labor force unemployed; and we 
moved from there to the crushing year of 1958 when our unem- 
ployment rose to 406,000, or 13.5 percent of the labor force. Even 
in the late spring of 1959, with recovery from the recession prac- 
tically completed in the nation as a whole, it appeared that Mich- 
igan needed about 140,000 jobs to reduce unemployment to fric- 
tional levels, and about 400,000 jobs to achieve the same proportion 
of full employment labor force participation as characterized the 
nation as a whole. 

This is one of the major problems which has stimulated interest 
in the question of Michigan’s economic destiny. The present report 
is concerned with that problem as well as with the other factors that 
must be considered in appraising the future of the state. 


Long-Run Prospects for the Nation 


IN THE YEARS TO COME, some states will markedly outpace the na- 
tion in economic progress and prosperity, while others will lag 
substantially behind. Even so, the destiny of the nation certainly 
establishes a range within which the destinies of the individual states 
will lie. In appraising the future of our state, we may start, there- 
fore, with a look at what seems to be in store for the nation as a 
whole. 

Except for the possibility of another World War (in which case, 
all bets are off), seldom in history have men been as excited about 
the potentialities of their future as we in the United States are today. 
A few years ago a sober scientific study stated that in many ways 
our progress during the first fifty years of this century was greater 
than progress in all the previous history of mankind. We have good 
reason to hope that this remarkable pace of scientific and techno- 
logical development can be maintained and even accelerated. If the 
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pace is maintained, the standard of living of Americans in the years 
ahead will improve dramatically. 

This general conclusion is reached in objective studies carried on 
by the Committee for Economic Development (1958), the National 
Planning Association (1958), and the Joint Committee on the Eco- 
nomic Report (1959). Similar conclusions are stated in the Rocke- 
feller Report on the U. S. Economy (1958). Fortune carried an 
article in its issue of November, 1955, entitled, “Productivity: The 
Great Age of 3%.” Assuming that we can maintain a three percent 
annual increase in productivity, the authors point out that spendable 
income per average family, which was $4,400 in 1955 could rise 
(in constant dollars) to $8,000 by 1980, and $15,000 by the year 
2000. And this would be done even with a work-week dropping to 
35 hours by 1980. 

Going along with this encouraging rise which is expected in the 
standard of living, a continued upsurge in population is anticipated. 
The continuation of high levels of birth rates in the years since 
World War II has amazed the experts, and has led to several up- 
ward revisions in the estimates of populations to be expected in the 
future. No one can tell what birth rates will actually prevail, and 
the nation’s population in 1970 may range from a low of 202.5 
million to a high of 219.5 million. Even the lowest of these will 
represent a substantial increase. From a population of 174.1 mil- 
lion in 1958, this would be an increase of 28.4 million or 16 percent. 
The increase may run as high as 45.4 million. 

To add 28 to 45 million people in a scant period of twelve years 
and to provide all of them with a substantially better standard of 
living than that which we enjoy today is quite an assignment; but it 
is not an impractical dream and it is one which most students be- 
lieve the nation can achieve. 

What does all this mean to the people of Michigan? Not that the 
problems of our state will be solved automatically, nor even that 
they will be solved easily. But it does mean that, if we tackle our 
problems with vigor, we can be encouraged to know that a great 
surge of national prosperity is adding its weight to our efforts. 


Michigan Since 1940: A Story of Growth 


THE EMPLOYMENT PROBLEMS of the state of Michigan strike us 
with special force because they have followed a period of truly re- 
markable growth. Let us look briefly at the history of the state since 
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1940. We shall see that Michigan was one of the busiest states in 
the nation through 1953; that signs of trouble were clearly develop- 
ing from 1953 through 1957; and that our need to re-examine our 
economic destiny was brought forcibly to our attention by our ex- 
periences during the recession of 1958. 


Michigan and the Manufacturing Belt 


Neither the past nor the future of our state can be very well under- 
stood unless we look at its place in the geography and in the indus- 
trial life of the nation. The facts should be of interest to every 
citizen. 

A remarkably large proportion gf the productive power of the 
nation is concentrated in a fairly narrow strip extending roughly 
from New York and Boston on the east to Chicago and St. Louis on 
the west. This strip is usually referred to as the “manufacturing 
belt.” It comprises portions of several additional states, but gener- 
ally the industrialized portions of the three Middle Atlantic States 
of New Jersey, New York, and Pennsylvania, and of the five East 
North Central States of Illinois, Indiana, Michigan, Ohio, and Wis- 
consin. Concentrated in the manufacturing belt, which accounts for 
only eight percent of the land area of the nation, are over two-fifths 
of its people, over half of its income, and about two-thirds of its 
manufacturing employment. The very existence of this heavily con- 
centrated manufacturing belt lends strength to its further growth; 
for it provides either the raw materials or the markets or both for a 
vast proportion of those businesses which are looking for a location 
for additional manufacturing facilities. During the six-year period, 
1951-1956, well over half of all of the nation’s expenditures for 
new manufacturing plant and equipment were made in this general 
area. It will be quite some time before increasing manufacturing 
expenditures in most areas of the south and southwest will consti- 
tute a competitive threat to the area. 

Partly as a cause of this industrial concentration and partly as a 
result of it, a tremendous proportion of the nation’s railroad facili- 
ties are concentrated along the east-west lines between New England 
and New York on the east and Chicago and St. Louis on the west. 
Moreover, the recently developed four-lane super-highways have 
come into being first along exactly these same east-west channels of 
trade, so that the advantages of the manufacturing belt come to be 
continually enhanced. 

To a large degree, Michigan is allied with this entire group of 
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industrial states. We are even more closely associated, however, 
with the five East North Central States which include Ohio, Indiana, 
Illinois, Michigan, and Wisconsin. Let us look briefly at the indus- 
trial power of this region. With about 20 percent of the nation’s 
population, the region produces 50 percent of the entire nation’s 
nonelectrical machinery; 44 percent otf its transportation equipment; 
42 percent of its fabricated metal products; 41 percent of its pri- 
mary metals; 41 percent of its rubber products; 38 percent of its 
electrical machinery; and 32 percent of its furniture and fixtures. 
Such an industrial concentration offers an attractive array of sup- 
pliers and customers which must appeal to many firms which are 
seeking a location. 


Population 


In mid-1958, there were almost 7.9 million persons living in Mich- 
igan. In comparison with the growth of other states in the Middle 
Atlantic and East North Central regions, the growth of population 
in Michigan has been conspicuous. in percentage terms, the growth 
of Michigan from 1950 to 1958 was substantially higher than that 
of any of the other seven states. Indeed, in sheer numbers added, 
the growth of Michigan during that period was greater than the 
growth of any other state in the union except California, Texas, and 
Florida. Nor was this growth a fluke of the past few years. During 
the decade from 1940 to 1950, Michigan’s percentage growth was 
also well above the growth of any of the other seven states. In nu- 
merical terms the population growth of Michigan was exceeded only 
by growth in California, Texas, and New York. 


In-Migration 


Because of high birth rates, nearly every state in the union has 
shown some sort of population increase in recent years. But in addi- 
tion to birth rates, states gain or lose population as a result of net 
migration from one state to another. Some of the facts about net 
migration serve to dramatize the extent to which Michigan has 
seemed attractive to persons moving from other states. During the 
years from 1950 to 1956, Michigan gained 484,000 people by net 
in-migration, a number larger than that gained by any other state 
in the union except Florida and California. Next below us was our 
sister state of Ohio. During that period all states of the East North 
Central region gained population by virtue of net in-migration; but 
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in-migration to Michigan was 40 percent of in-migration to the 
whole region. 

During those same years there was net migration out of every one 
of the New England States except Connecticut, while in Pennsyl- 
vania the net out-migration was so great as to be exceeded only by 
net out-migration from each of three southern states. 

Not all of the above relationships held true during the decade 
from 1940 to 1950, but net migration to Michigan was again very 
heavy (nearly 400,000), and was exceeded only by migration to 
Florida and California. During that decade, all of the Middle At. 
lantic and East North Central States except Wisconsin and Pennsy\- 
vania gained population by net migration. 

The population growth of Michigan during the past couple of 
decades has indeed been remarkable; and that growth apparently 
was continuing at substantial rates even through 1958, despite the 
fact that signs of economic trouble had already begun to appear. 
And to the growth of population we may now add two other inter- 
esting signs of economic vigor within the state. 


Capital Expenditures in Michigan 


One is the story of capital investment — investment in new plant 
and equipment. Capital expenditure data reported in the Census 


of Manufactures and in the intercensal Annual Survey of Manufac- 
tures show that over one billion dollars of new plant and equipment 
were put in place in Michigan during 1956 alone. Part of these 
expenditures represent, of course, replacement of existing plant and 
equipment. 

During the four years, 1953-1956 inclusive, capital expenditures 
in Michigan were accounting for from 9 to 11 percent of all capital 
expenditures being made throughout the whole country. Moreover, 
during this period, Michigan’s share of all capital expenditures was 
larger, for the most part, than it was during such earlier years as 
1939 and 1947. Thus, it appears that Michigan’s basic industrial 
foundation was being reasonably well sustained through 1956, al- 
though capital expenditures did drop substantially as the recession 
began to affect the state in 1957. A state that for several years was 
accounting for almost one-tenth of the nation’s new plant and 
equipment can be assumed to have considerable industrial vitality. 

Michigan’s record on capital expenditures during the years 1953 
through 1956 was very good in comparison with outlays made in its 
neighbor states. Michigan and Ohio were the two leading states in 
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terms of state shares of national capital expenditures. Since Ohio is 
a larger state than Michigan (both in population and in manufac- 
turing employment), Michigan appears to have fared somewhat bet- 
ter than Ohio through 1956. Data relating to these observations 
appear in the following table. 


Percent of Total Capital Expenditures 
1955 1954 1953 
United States \ 100.0 100.0 100.0 


East North Central region ; 32.4 33.3 32.8 
Ohio.... z 8.3 9.4 9.1 
Indiana : 5:5 3.7 5.3 
Illinois . ; 6.8 7.0 io 
MICHIGAN J 9.8 10.9 8.8 
Wisconsin q 2.1 a4 2.1 


The East North Central States as a group provided the market for 
one-third of the nation’s new plant and equipment during these four 
years. The attention that has been given to industrial growth in 
other sections of the country should not obscure the fact that the 
East North Central States have been laying the foundation, through 
substantial outlays for plant and equipment, for their continued in- 
dustrial pre-eminence. 


Number of Manufacturing Establishments 


There is some interesting information on this topic with respect to 
the number of manufacturing establishments covered under the old- 
age and survivors insurance program. These data reveal that Mich- 
igan had 10,914 manufacturing establishments in 1949, and 12,355 
in 1956, for a net gain of over 1,400 new manufacturing establish- 
ments, an increase of 13.2 percent. It is interesting to compare this 
increase in the number of manufacturing establishments in Mich- 
igan with the experience of the United States and the other East 
North Central States. By comparison with Michigan’s increase of 
13.2 percent, the United States as a whole increased by 4.3 percent 
and the East North Central States by 5.0 percent. Michigan’s per- 
centage increase was two-and-a-half times as great as the percentage 
increase in the East North Central States as a whole. The increase 
in Ohio was 7.6 percent; in Indiana, 5.3 percent; in Wisconsin, 1.5 
percent; while in Illinois there was an actual loss in the number of 
manufacturing establishments, a loss of one-half of one percent. 
Thus, the gain in Michigan was greater than the gain in any of the 
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other East North Central States, and was almost twice as great 
in percentage terms as the increase in the next ranking state of Ohio, 

Additional data for industry groups for the period 1953-195¢ 
point up the fact that the over-all record of growth of manfacturing 
establishments is.a result of gains and losses in the various con- 
ponent industries of both the durable and the nondurable sector, 
This pattern differs from the record on employment which, as dis. 
cussed later, shows that all of the durable industry groups reported 
a job loss from 1953 to 1957, while most of the nondurable groups 
reported a modest job gain. Data on plant gains and losses from 
1953 to 1956 follow: 


Industry Group Number of Plants Added or Lost 
Durables 

Lumber and weod products 

Fabricated metal products 

eR DY Ie OMNI 5 5 4.8 pw ch'g.o 'S8) 2G 48 A Panda ASTRA Clowns inwiom — 53 

Electrical machinery 

Other transportation equipment 


Nondurables 


Textile mill products and apparel 


Printing, publishing, and allied products 
Chemicals, petroleum, and coal products 


Rubber products 


Operating records of the Michigan Department of Economic De- 
velopment present an encouraging picture for 1958. They suggest 
a net gain of over 200 new plants or plant additions in Michigan in 
that year. Plant gains (264) were more than four times as great as 
plant losses (57). 

The Michigan Department of Economic Development data show 
that expansions by existing companies and newly started plants were 
both more numerous than plant move-ins. Certainly, it would have 
been desirable for more outside plants to have located in Michigan. 
But the data suggest that Michigan’s highly industrialized economic 
structure provides substantial impetus for its own continued expan- 
sion. Such a tendency is more encouraging than if the state were 
heavily dependent on move-ins from other states to assure its con- 
tinued industrial growth. 

These figures have to be reconciled with the fact that during re- 
cent years our over-all employment opportunities have declined, de- 
spite the fact that the evidence seems to be suggesting that we are 
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strong in the number of new plant openings. The story seems to be 
that we have lost ground in automotive employment and with re- 
spect to other larger establishments — those of 500 employees and 
over — and have made up our plant inventory by virtue of a larger 
number of smaller-sized plants. The situation is shown in the fol- 
lowing table, which is based on manufacturing establishments under 
the old-age and survivors insurance program. 


Number of 
Manufacturing Percent Percent 
Employee-size Establishments 2 Distribution Change 
Class in Number 
1956 1953 1956 1953 1953-1956 


All Classes 12,355 12,069 100.0 100.0 2.4 
0-7 employees 5,504 5,477 44.6 45.3 5 
8-49 employees 4,594 4,265 37.2 35.3 dan 
50-249 employees 1,632 1,672 13.2 13.9 —2.4 
250-499 employees 312 298 25 2:5 4.7 
500 employees & over 313 357 2.5 30 -—12.3 


Source: U.S. Department of Commerce and U.S. Department of Health, Education and Welfare, 
County Business Patterns, First Quarter 1953 and First Quarter 1956, Part |, Table 2. 


* Based on “reporting units.” “Virtually all of the reporting units shown for manufacturing industries 


represent single establishments."" Data are as of the first quarter of the calendar year. Each estab- 
lishment had at least one employee during part of the calendar quarter. 


While these data on increases in the number of manufacturing 
establishments do not present an unqualified picture of industrial 
growth, the figures do lend encouragement to the belief that the 
spirit of enterprise still flourishes in the state of Michigan. 


Michigan’s Employment Problem 


WE HAVE SEEN that, on the whole, the years since 1940 have been 
years of remarkable growth for the state of Michigan, and that, in 
some important respects, there were no signs of let-up through 
1956 or later. Thus, capital expenditures in the state were con- 
sicuously high as recently as 1956; and population growth was 
continuing at a substantial rate even in the recession year of 1958. 

But in 1953 Michigan reached a level of employment which, de- 
spite the continued growth of population, we have not yet regained. 
Severe losses of employment were sustained between 1953 and 1957, 
even though the latter year was a generally prosperous one for the 
nation as a whole. In some respects, we can secure a clearer picture 
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of Michigan’s problems by examining our experience from 1953 to 
1957 than by moving at once to the recession year of 1958. 


Retarded Growth, 1953 to 1957 


In 1953, Michigan was a prosperous state in a prosperous nation. 
All lines of business and industry were flourishing; and, in addition, 
Michigan was especially busy with Korean-defense production and 
with production of automobiles to meet ever-pressing pent-up de- 
mands. The state’s labor force expanded abnormally; there was 
perhaps over-employment. Nearly 42 percent of the state’s entire 
population were at work, whereas a figure of 38.5 percent is often 
considered to be a reasonable goal for full employment. By 1957, 
only 35.5 percent of the state’s people were at work, while in the 
generally prosperous nation as a whole the percentage was at a 
comfortable 38.6. 

Our losses during the four-year period were mainly losses of man- 
ufacturing jobs. Of these, losses of defense jobs were substantial. 
There is no industrial classification of “defense jobs,” of course; 
these jobs are carried under the usual classifications of transporta- 
tion equipment, electrical machinery, fabricated metals, and so on. 
Estimates suggest, however, that Michigan’s losses of defense work 
after 1953 may have amounted to 125,000 to 150,000 jobs —a 
significant part of our total job loss. 

But let us look now at the loss of jobs in the state in terms of the 
usual industrial classifications. In all manufacturing activity, our 
state lost at least 180,000 jobs in the four years, 1953-1957, includ- 
ing the loss of defense work. The nation lost manufacturing jobs in 
that period, too — 456,000 jobs. But it is significant to note that 
the job loss in Michigan was nearly two-fifths of the loss in the en- 
tire nation! The major sources of decline in the number of Michigan 
manufacturing jobs are shown in the following table. 


Employment 
Industry 1953 1957 Loss 


Motor vehicles and equipment 395,000 108,000 
Other transportation equip ; 13,000 20,000 
Nonelectrical machinery 149,000 16,000 
Fabricated metal products 107,000 14,000 
Primary. metal products 77,000 10,000 


All of these reductions, it will be noted, are in durable goods 
manufacturing. Of all other durable goods manufacturing industries 
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not shown in the above table, not one registered a gain in Michigan 
during this four-year period. In the above table, the tremendous 
importance of the automotive job loss to the state is made clear. 
(The national job loss in that industry during the same four years 
was 143,000. ) 

But what happened to nondurables manufacturing jobs during 
this period?! In total, we picked up a scant 4,000 jobs in the state 
in this entire sector, moving from 185,000 to 189,000 jobs in the 
four years. During that same period the nation as a whole had lost 
172,000 nondurables jobs, chiefly because of a substantial drop 
in textiles. 

We have examined Michigan’s experience in manufacturing, both 
durables and nondurables. We must now consider the whole field 
of nonmanufacturing nonagricultural employment.’ It is in this 
area that the nation as a whole made spectacular gains during the 
four years, 1953 to 1957, registering a net increase of over 2.9 mil- 
lion jobs. This was far more than enough to offset the nation’s 
losses in manufacturing, so that there was a very good level of pros- 
perity and over-all employment. Unfortunately, it is not clear just 
what happened in Michigan. In the nonmanufacturing sector, Bu- 
reau of Labor Statistics data suggest that Michigan’s gains, percent- 
agewise, were about as good as those in the nation as a whole; while 
Michigan Employment Security Commission data suggest that our 
performance fell far short of that of the nation. If we use the MESC 
data, we conclude that Michigan’s gain in the nonmanufacturing 
sector amounted to about 49,000 jobs. 

According to the Bureau of Labor Statistics data, the only ones 
which can be used to compare our state with the region and the 
nation, Michigan’s rate of increase in nonfactory employment dur- 
ing 1953-1957 exceeded that of Ohio, Indiana, and Illinois. Only 
Wisconsin, which has about half the population of Michigan, 
showed a larger percentage gain in this category. 

The increases were: Wisconsin, 12.6 percent; Michigan, 9.5 per- 
cent; entire United States, 9.1 percent; Ohio, 8.1 percent; Indiana 
and Illinois, 7.2 percent each. 

Although Michigan experienced the second largest percentage 
gain in its region in this category of employment, fewer than 18 out 

1 Food and kindred products; textiles and apparel; paper and allied products; printing, 


publishing, and allied industries; chemical, petroleum, and coal products; and other non- 
durable goods manufacturing. 


2 Mining; contract construction; transportation and public utilities; wholesale and retail 
trade; finance, insurance and real estate; service and miscellaneous industries; and 
government. 
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of 100 of this state’s residents had nonfactory jobs in 1957. This 
was the lowest proportion in the region. Next above Michigan was 
Indiana with just 18 nonfactory employees for every 100 persons 
in the state. The highest proportion (23) was in Illinois. 

Trends in total employment for the state also do not compare 
favorably with those of surrounding states. When factory and non- 
factory jobs are lumped together, BLS data show that Michigan ex. 
perienced a decline of more than three percent over the four-year 
period, 1953-1957. Indiana lost almost one percent, while Ohio in- 
creased almost two percent, Illinois better than two percent, and 
Wisconsin better than five percent. Over-all, the East North Central 
States added less than one percent to nonagricultural employment, 
while the nation as a whole averaged a five percent gain. 

In any case, it must be concluded that Michigan’s employment 
experience, 1953-1957, was markedly at variance with the ex- 
perience of the nation. The nation, though suffering a loss of 
manufacturing jobs, gained, in the over-all, nearly 2.5 million 
jobs, so that the year of 1957 was on the whole a year of national 
prosperity. Michigan, by contrast, suffered a net loss of jobs that 
may have run in the neighborhood of 130,000. Our crushing loss 
of 180,000 manufacturing jobs was two-fifths of the loss sustained 
in the entire nation; and well over half of that loss was in auto- 
motive employment. Mixed into the figures showing losses by in- 
dustrial classifications is a substantial loss of about 125,000 to 
150,000 jobs occasioned by our decline in defense work following 
the Korean period. Michigan’s problems were indeed upon us be- 
fore the recession of 1958. 


The Recession of 1958 


Although trouble was already brewing in Michigan before the reces- 
sion, it became evident to all in that year. Affecting all business in 
the nation to some degree, unemployment was especially severe in 
Michigan, where it rose to a total of 406,000, or 13.5 percent of 
the labor force. Unemployment was especially conspicuous in the 
motor vehicles and equipment industry, in which the number of 
Michigan jobs dropped from 395,000 in 1957 to 293,000 in 1958, 
a loss of 102,000 jobs. Moreover — and of telling significance — 
Michigan’s loss during the one-year period, 1957-1958, was two- 
thirds of the entire nation’s employment loss in that industry. 

By May, 1959, national recovery was well under way, with un- 
employment below the five percent level. Michigan was improving 
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also; but the unemployment rate for Detroit was still 9.8 percent, 
which was about double the national rate; and the rate for the state 
as a whole was 8.3 percent, which was still much too high for 
comfort. 


Labor Force Participation in Michigan 


With 240,000 persons unemployed in the state in May, 1959, our 
difficulties might not seem to be overwhelming. But there is reason 
to fear that our problem is considerably greater than that figure 
would suggest. As is well known, the counting of “unemployed” 
persons is tricky. An unemployed person is one who is not working 
but who is seeking work. When work gets too hard to find, during 
a recession, many persons give up the search and are no longer — 
counted as unemployed. In the spring of 1959, only about 33.5 
percent of the state’s people were at work. This should be com- 
pared with the figure of 38.5 percent which may be regarded as 
normal during a period of full employment. If we are short by 5 
percent, and with a population of perhaps 8 million in mid-1959, 
we might need 400,000 additional jobs to bring the state back to 
a proper condition of full employment. 

There may be some who doubt whether 38.5 percent is a proper 
measure of full employment. It is, however, a figure which Michigan 
exceeded in many years prior to 1954, and it is a figure which has 
been equaled in the nation many times in the past half-century, 
exclusive of war and depression periods. To assume that we can 
settle for a lesser goal may be wishful thinking. 


Recent Income Trends 


The importance of maintaining a high proportion of employed per- 
sons in Michigan’s total population is emphasized by recent income 
trends in this state. As population has increased and job opportu- 
nities have remained stable, income per person in Michigan has 
declined relative to the rest of the region and the nation as a 
whole. 

Income per person in this state was very substantially above the 
national average in 1953, and somewhat above the average for 
ils neighboring states, including Illinois, Indiana, Ohio and Wis- 
consin. But by 1957, Michigan’s income per person was slightly 
below the average for its region and only slightly above that for 
the entire nation: 
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Income per Person 


United East North 
States Central Region Michigan 


$1,788 $2,050 $2,120 
2,027 2,214 2,141 


Undoubtedly, when income figures for 1958 are released, they 
will show a further decline in average income for the state, both 
in actual amount and in comparison with regional and national 
levels. However, the recent decline in income per person does not 
necessarily portend a continuing loss of Michigan’s relative income 
position. Michigan’s position, relative to that of the region and of 
the nation, has fallen and risen in the past; it is reasonable to 
assume that it will rise again if and when we can attain fairly full 
employment in the state. 


Reasons for the State’s Employment Problem 


BY IMPLICATION, we have already said a good deal about the rea- 
sons for the severe employment problems of the state of Michigan, 
but we must now state these reasons in orderly fashion. 


Our “Industry-Mix” | 
First of all, Michigan has nearly always been a “feast-or-famine” 


state, and the reasons are found in the kinds of industrial activity 
that are carried on in the state. For example, manufacturing em- 
ployment tends to fluctuate more widely than nonmanufacturing em- 
ployment; and in Michigan the percentage of total nonfarm employ- 
ment which is in manufacturing is third largest of all the states. More- 
over, employment in the manufacture of durable goods fluctuates 
much more widely than employment in the manufacture of nondur- 
able goods; and Michigan has a larger percentage of its manufactur- 
ing employment in durable goods than does any other state. Finally, 
a state in which manufacturing activity is heavily concentrated in 
any one industry group tends to be seriously affected by ups and 
downs in that particular industry. Except for Oregon’s concentra- 
tion in the forest products industry, and North Carolina’s concen- 
tration in textiles, Michigan’s concentration in the motor vehicles 
and equipment industry is the most conspicuous example of 
industrial concentration in the nation. As recently as 1955, that 
industry accounted for nearly a fifth of all wage and salary workers 
in the state, and for 40 percent of all manufacturing employment 
in the state. 
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These special characteristics of Michigan explain why unemploy- 
ment in our state almost always makes the headlines during periods 
of recession. Our fluctuations are explainable in terms of the 
fluctuating nature of the activities that happen to be carried on 
in the state. It should have occasioned no surprise that unemploy- 
ment in Michigan made the headlines during 1958; and it should 
be no surprise to us to learn that unemployment may remain 
somewhat more severe for a somewhat longer period of time in 
Michigan than in the nation as a whole. But of course there is 
more to the story than this. Why did we drop so very low in our 
employment level during 1958? Moreover, the state has always 
bounced back after previous recessionary periods and has gone on 
to full employment and to new peaks of economic activity. Why 
is there some fear that we may not bounce back this time? 


Shifts in Defense Procurement 


As has already been noted, there has been a dramatic shift in the 
nature of defense production, away from wheeled vehicles, in which 
Michigan dominates the field, and toward aircraft, electronics, 
and missiles. We have referred to Michigan’s estimated loss of 
125,000 to 150,000 defense jobs in the period since 1953. In the 
fast-growing aircraft and electronics industries, Michigan has made 
little headway. The aircraft, aircraft engine, and aircraft equipment 
(not elsewhere classified) industries in the nation altogether em- 
ployed over 800,000 people in 1954; but Michigan’s employment 
in these industries was less than 20,000. The radios and related 
products industry (which takes in most of what is generally called 
the electronics industry) employed 294,000 people in 1954, of 
whom only 4,700 were employed in Michigan — actually fewer 
than were employed in the state in 1947. Our state—a con- 
spicuous producer of military equipment during World War II 
and during the Korean period — has come to play a minor role 
in the defense business. 


Decentralization of the Automobile Industry 


A third factor in explaining Michigan’s difficulty is the gradual 
decentralization of the automobile industry. Actually, such de- 
centralization has been going on for a long time. Michigan hit its 
peak as the automobile center of the world during the 30’s, when 
the state accounted for over 60 percent of all automotive employ- 
ment. Since then, our share has been gradually reduced to the 
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point where in 1958 Michigan had about 47 percent of the nation’s 
employment in this industry. Such decentralization was dictated 
largely by market considerations. With the large volume of auto- 
mobiles being produced during the past decade, and in view of the 
fact that these cars are purchased by people all over the country, 
producing them all in one state or in one region would be mani- 
festly impractical. 

Michigan would have felt the impact of this gradual decentraliza- 
tion long ago, had it not been for the sharp increase in the number 
of cars and trucks produced to meet pent-up demands in the years 
following World War II. Production reached a peak of over 9 
million vehicles in 1955, so that Michigan’s losses in percentage 
terms up to that time were more than offset by increases in pro- 
duction levels. But, as is well known, automotive production 
dropped very severely in 1958, to only 60 percent of the production 
of the peak year of 1955. Michigan employment in the motor 
vehicles and equipment industry dropped from highs of 503,000 
in 1953 and 467,000 in 1955 to the lowly average of 293,000 in 
1958. 

These factors explain why Michigan employment dropped so low 
in 1958. There was the recession itself, which affected all lines of 
activity to some degree. The very heavy concentration of durable 
goods manufacturing in Michigan, which makes our state highly 
sensitive to ups and downs in the economy, was an especially im- 
portant factor. There was also the dramatic drop in automotive 
production, from the spectacularly high year of 1955 to the dis- 
astrously low year of 1958. And, as if to aggravate the impact of 
all these forces, there was the shift in the nature of defense pro- 
curement and there was the gradual decentralization of the auto- 
mobile industry. 

The last two of these — the shift in defense requirements and 
the gradual decentralization of the automotive industry — are 
among the major reasons for our fear that the number of jobs in 
Michigan may not easily or quickly return to the levels needed 
in order to maintain full employment. But there is a third reason 
for that fear: the rapid rate at which efficiency-increasing capital 
investments have been made in recent years. To that subject we 
must now turn our attention. 


Efficiency-Increasing Capital Investments 
Beginning as soon after World War II as the construction mate- 
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rials situation permitted, the automotive industry began to invest 
huge sums of money in new plant and equipment. Well over half 
of this new investment has been made in Michigan. In the single 
year Of 1956, the industry invested over a billion dollars, almost 
half of it in the state of Michigan. 

New plant and equipment are more efficient than old plant and 
equipment. More product can be put out with fewer workers. The 
cumulative effect of these large investments is now beginning to 
make itself felt, in the number of cars that can be produced with 
a given number of employees. Such improvements usually show 
up more dramatically after a “shakedown” period, such as occurred 
in the 1958 recession. The net result of all this is that it may be 
many years before the automotive industry will employ as many 
workers as it did in the previous peak. In the years ahead, produc- 
tion levels may occasionally run as high as 10 million cars and 
trucks per year; but it is believed by some observers that the in- 
dustry could turn out such a volume with no more workers than 
were employed in the peak production year of 1955 when nine 
million units were produced. 

Efficiency-improving investments in Michigan have by no means 
been confined to the automotive industry. Although about half a 
billion dollars were spent by that industry in 1956, other industries 
also invested half a billion in the state in that year. And, as we 
observed earlier, Michigan has been conspicuously high among the 
states in capital outlays in other recent years. We must note also 
that in Michigan an unusually high proportion of capital outlays 
tends to go into equipment rather than into plant. Equipment tends 
to be labor-saving, while plant tends to be job-providing. Michigan’s 
industry tends to be of the mass-production, high-profit, and high- 
wage type. Such industries have the means to make efficiency- 
improving equipment purchases, and they have strong motivation 
to hold their total labor costs in line. 

Efficiency-improving investments, which include changes often 
referred to as “automation,” are in evidence everywhere in the 
nation. They have occurred in almost every industry. Broadly 
speaking, we must view these efficiency-increasing investments 
with enthusiasm, not with distrust or fear. Such improvements 
make possible the eight-hour day and the five-day week, and the 
great increase in our standard of living that is expected in the years 
to come. But these developments do bring dislocations and prob- 
lems, and, at the moment, Michigan has its share of the problems. 
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This factor, along with the others we have discussed, leads to doubt 
as to whether Michigan may soon be able to re-absorb its large 


pool of unemployed workers. 


Future Population and the Need for More Jobs 


WE SEE that in the spring of 1959 Michigan needed about 140,000 
jobs to reduce unemployment to frictional levels, and about 400,- 
000 jobs to achieve the same proportion of full employment 
labor force participation as characterized the nation as a whole, 
Even if the shortage should be temporarily obscured by a high 
quarter or two of automotive activity in the near future, it remains 
as a persistent problem in our state’s economy. And what of the 
future? Michigan has for many years been one of the fastest-grow- 
ing states in the nation. Will such growth continue? If it does, either 
Michigan will have to develop job opportunities at rates that now 
seem very unlikely, or we shall be plagued with unemployment 
problems of continuing severity. 

To a degree, there is something almost inexorable about the 
directions of population growth. For many years, movements in 
the United States have been from south to north, from east to 
west, from rural areas to urban centers. All of these trends have 
contributed to the growth of the state of Michigan. For well over 
a century, except for the period, 1890-1910, Michigan has grown 
at a more rapid rate than the nation as a whole. Such long-term 
trends can and do change, of course; but they seldom change 
abruptly, over such a short span as the time between now and 1970. 

Based on our past history and on various expectations of popula- 
tion growth in the nation as a whole, the 1970 population of Mich- 
igan can be estimated anywhere from a low of 9.4 million to a high 
of nearly eleven million. Let us assume a reasonably conservative 
figure of 9.9 million and look at the number of jobs required for 
that population. If we assume that 38.5 percent of the people 
should be working under conditions of full employment, then we 
Should have about 3.8 million jobs available in 1970. With the 
number of job-holders at about 2.7 million in May, 1959, this 
means that we would have to develop 1.1 million new jobs in about 
eleven years, or an average of about 100,000 per year. Since we 
are now short of full employment by 400,000 jobs, we have con- 
siderable “catching up” to do; and thus both the short-run and the 
long-run future present a strong challenge. 
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It is time now to add a word of caution, which at the same time 
offers some consolation. Conceivably, job prospects may not be 
as gloomy as they appear. It is easy to over-react with pessimism 
when things look bad. Moreover, most forecasters have had quite 
a record, especially in the postwar years, of underestimating the 
degree of national prosperity that lay ahead of us. At the close 
of World War II, it was generally assumed that we would have 
considerable unemployment during the transition from war to 
peace, and much was written on the subject of how to manage 
that transition. As late as 1949, prolonged unemployment was 
being viewed as the major problem of fhe 1950’s. The phrases of 
“stagnation” and “the mature economy” were still being heard. 
Not many students foresaw the fabulous developments in popula- 
tion, productivity, and prosperity that have actually characterized 
most of the present decade. Thus, although we cannot perceive 
the manner in which Michigan’s economy may move forward, 
newand unforeseen developments may occur which will cause the 
state to maintain its position in the ranks of the prosperous and 
rapidly growing states. 

We may hope that such happy developments will occur. Un- 
fortunately, the facts as they appear at present give us no right to 
count on any automatic solutions to the problems of our state. The 
facts call, rather, for a serious appraisal of our economic problems, 
and for a sober and diligent effort to solve those problems. In that 
effort, there will be a need for the understanding and support of 
all citizens of the state. 


Michigan’s Assets and Liabilities 


THE LONG-RUN NEED to develop new job opportunities in the 
state is, as we have noted, a task of sobering proportions. We can 
hardly hope to accomplish the task without considering carefully 
the attractiveness of Michigan as a place in which to do business. 
In order to understand the economic problems of the state, we 
must take a look at Michigan through the eyes of a prospective 
manufacturer who is considering various locations in which to start 
a manufacturing operation. The matter is going to get a bit com- 
plicated, but we have no alternative if we want to understand our 
state and the problems of its economic future. 

There is a rather standard list of the factors that are taken into 
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account by manufacturers in selecting a location. The list consists 
of the following: production materials, labor, sites, industrial fuel, 
transportation facilities, markets, distribution facilities, power, 
water, living conditions, laws and regulations, tax structure, and 
weather. We shall have something to say about several of these 
later. 

It is immediately apparent that these factors take on their fullest 
meaning only when they are considered in terms of the needs of a 
specific industry or firm. What, for example, is the firm going to 
transport, by what specific carriers, and to what markets? Thus, 
these factors must be looked at as they affect each of the kinds of 
industries for which Michigan-might be suitable. 


Moreover, some of these factors affect directly the costs of 
operating in a given locality (labor costs, transportation, taxes, 
utilities ), while others are more intangible (living conditions, laws 
and regulations, climate). In seeking a location, the manufacturer 
normally establishes first the general region of the country in 
which he needs to have a factory. For some firms this region can 
be pinpointed rather closely, while for others the range of possible 
choices may be very wide. Then he selects a sizable number of 
communities which might be suitable. Next, he determines what 
his operating costs would be in each of these communities. Finally, 
he looks at the intangible factors — living conditions, the general 
“spirit” of the communities, their school systems, their public 
services and facilities, their cultural advantages, the efficiency of 
local government, and particularly, the availability of the sort of 
services that such governments usually provide. These intangibles 
may greatly influence his decision, but he has to give substantial 
and perhaps primary weight to his costs of operation.* Let us, then, 
appraise the assets and the liabilities of the state of Michigan. 


3 An analysis of operating costs of a typical hypothetical company in a few selected 
cities in Michigan and nearby states was made. It was hoped that the information would 
shed light on the differences in operating costs from one state to another. Intensive study 
of the data has revealed that the cities that happened to be chosen for the study are seriously 
unrepresentative and not comparable. The three lowest-cost cities, for example, proved to 
have so little employment in the industry involved in the study (metal stamping, coating, 
and engraving) that the hypothetical company could not possibly secure enough skilled 
labor within those communities, and to have recruited labor from other communities would 
have raised costs and invalidated the comparison. Two of the highest-cost cities proved to 
have wage-costs which are demonstrably far above typical wage costs in the state in which 
they are located. Moreover, even within the range of city sizes included in the study, cost 
differences appeared to be much more closely related to city size than to the state within 
which each was located. Thus, the results of this study cannot be used in this summary 
chapter as illustrative of inter-state differences in operating costs, without involved quali- 
fying explanations. To be meaningful for that purpose, such a study would need to cover 
a much larger number of communities, and the comparability of the communities chosen 
would have to be ascertained through exhaustive preliminary investigation. 
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Markets 


PERHAPS THE GREATEST SINGLE ASSET possessed by the state of 
Michigan is its position in that part of the country which has de- 
veloped the most concentrated markets in the nation. From the 
standpoint of consumer markets, we may note that the $16.7 
billion of personal income received by Michigan residents in 1957 
was exceeded in only five other states. The East North Central States 
receive almost one-fourth of the nation’s personal income and 
account for over one-fifth of the nation’s retail trade. 

As a market for manufactured goods which are sold to other 
manufacturers, the attractiveness of the East North Central States, 
including Michigan, should prove irresistible to many manufacturers 
seeking a location for their plants. These states carry on nearly a 
third of the total manufacturing activity of the nation, including 
half of its nonelectrical machinery and 44 percent of its trans- 
portation equipment. And these same activities produce the mate- 
rials needed by other manufacturers; for it has been estimated that 
four-fifths of the industries in the United States utilize materials 
that have already been processed by other industries. The very 
industrial might of Michigan and its neighboring states provides 
in itself the most powerful impetus for its further growth. 


Labor 


EVERYTHING that is known about the factors that influence de- 
cisions concerning industrial location suggests that the “labor factor” 
is of high importance. Let us appraise the state of Michigan with 
respect to several aspects of this factor. 


Labor Availability 


From the standpoint of sheer numbers of workers available, the 
very fact of a substantial labor surplus gives Michigan a present 
advantage which the state has seldom had in the past two decades. 
We must not, of course, overstate this advantage. The unemployed 
are by no means a cross-section of the state’s labor force. Many 
are “hard-core” unemployed; many others will need re-training 
before they are likely to qualify for available jobs. It may be sur- 
prising to some to learn that, even in some labor-surplus areas of the 
state during 1959, active recruiting efforts had to be carried on in 
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order to bring in, from outside, employees who could qualify for the 
available jobs. Even so, the pool of available workers offers some 
attractiveness not present in areas where the labor market is tight. 

The Michigan labor force is generally acknowledged to be, by 
comparison with available labor in less-industrialized areas, a 
factory-oriented, production-minded, well-educated, civic-minded, 
stable group. Although skilled labor is not in over-supply, either 
in Michigan or anywhere else, the number of skilled factory people 
in Michigan is an attraction to a manufacturer who is seeking a 
location for new operations. In fact, the character of the Michigan 
labor supply and our favorable position in the nation’s industrial 
markets are probably the state’s two most noteworthy assets for 
continued industrial growth. It must be recognized that we share 
these two advantages with many of the other states of the man- 
ufacturing belt. We cannot claim special superiority over our 
neighboring states in either. 


Unionization 


Inasmuch as industrial managements and labor unions have sharp 
differences of opinion on many matters affecting the conduct of 
a business, there can be no argument that industrial managers 
will be less attracted, other things equal, to an area in which union 
membership is high and in which unions are aggressive. Degree 
of unionization alone may, of course, be an inadequate measure. 
The nature of the unions, their sense of responsibility, their co- 
operativeness or their militancy, are also important. The degree of 
unionization (as a percent of nonagricultural employment) in 
Michigan was 43.3 in 1953, the last year for which information 
is available. This figure was exceeded in Washington (53.3), in 
Montana (47.0), and in West Virginia (44.1). The Michigan 
figure was higher than in the nearby states of Indiana (40.0), 
Illinois (39.7), Wisconsin (38.3), and Ohio (38.0). While this 
factor would be regarded as a disadvantage by manufacturers, we 
must observe that the degree of unionization in the nearby states 
is not markedly lower than in Michigan. 


Wages 


Information on wage levels is not as good as one could wish. What 
is really needed is a good comparison of wage levels in various 
locations, within states and among states, industry by industry and 
job by job. Such information is scarce. Even so, such studies as 
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there are seem to indicate quite consistently that Michigan is a 
relatively high-wage state. Detroit usually emerges in such studies 
as one of the highest-wage cities in the nation. Average weekly 
earnings of production workers in manufacturing in Michigan are 
the highest in the nation. In 1958, average weekly earnings of 
production workers in Michigan were $99.29 as compared with 
$83.58 for the United States. Michigan also led the nation in 1956 
and 1957. Relatively high wage rates would affect the experience 
of business and industry in the years ahead unless unit costs were 
reduced through higher productivity. 

Perhaps it will be useful to look for a moment at some of the 
factors that have brought about Michigan’s high wage level. Un- 
doubtedly, the most important explanation is economic, that is, 
the high demand for labor in this area. In addition to that, union 
pressures have also been a factor. Since the prime objective of 
labor unions is to raise wage levels, we must assume that their 
efforts have met with some success. 

Another reason for the relatively high wage structure in Mich- 
igan stems from the fact that the manufacturing sector of the 
state’s economy is composed of industries using large numbers of 
skilled and semi-skilled workers. In 1957, roughly 45 percent of 
the working population were in the skilled and semi-skilled classi- 
fications as compared with 34 percent for the entire nation. 

Still another reason for the high level of earnings of workers in 
Michigan is that 80 percent of the employees in manufacturing are 
employed in high wage-paying industries, e.g., motor vehicles, 
primary and fabricated metals, machinery, and chemicals. 

Let us turn to the economic influences that have been at work. 
We have pointed out that the work pace in Michigan, from 1940 
through at least 1953, was at sizzling levels. The competition for 
workers was intense. During World War II and again during the 
Korean period, there were large-scale efforts to recruit workers 
to Michigan from other areas of the country, especially from the 
South. In all such efforts to get people from elsewhere and to out- 
bid the competition, wages are the primary attraction. In fact, 
in our free market economy, price has always been the major 
mechanism by which scarce resources are transferred from one 
economic activity to another; and this goes for the re-allocation of 
labor resources as well as for any other. Thus, it appears to have 
been inevitable that wages would rise in Michigan to a point which 
would permit the busy manufacturers of this state to get out the 
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work. Incidentally, such studies as we have indicate that, in general, 
business and industry grow more rapidly in high-wage areas than 
in low-wage areas. This is obviously not because industry is seeking 
a high-wage location, but merely because wages tend to go up in 
the places where industrial growth and economic opportunity are 
expanding rapidly. 

Another factor was involved in raising Michigan’s wage levels. 
During much of the period from 1940 through 1953, the prime 
objective of Michigan’s manufacturers was to get the work out as 
rapidly as possible, sometimes without too much regard to cost. 
During World War II this was certainly the objective. It was the 
objective during the Korean conflict. It was the objective of the 
motor vehicles and equipment industry when it resumed auto- 
mobile production in 1946. Most of us can remember very well our 
impatience at having to wait so long for a car during the late 40’s, 
and we remember that we were much more interested in getting 
one as quickly as possible than in the price we were going to have to 
pay for it. In such an atmosphere as this, manufacturers have to buy 
time with dollars. They use labor in uneconomical quantities and 
at uneconomical rates of pay. 

But all this is now past. There are available workers in Detroit 
and in some other areas of the state, so that the competition for 
help among manufacturers is less intense. Manufacturing facilities 
in general are improving, and in some lines are ample and excellent, 
so that the manufacturers can keep up with demand and at the 
same time give proper attention to the matter of costs. In this 
situation, the economic factors suggest that, in the months and 
years ahead, wages are likely to rise more rapidly in those areas 
of the country in which expansion is proceeding at a pace which 


puts pressure on the supply of available labor, and which thus 
reduces differentials. 


Productivity 


The Michigan worker’s contribution to the productive process in 
1954 and 1956 was higher than that of the U.S. worker, either 
per production worker or per man-hour worked. However, Mich- 
igan’s favorable record may stem largely from the fact that the 
state’s manufacturing economy is largely composed of industries in 
which the value added by manufacture is high. Moreover, the 
efficiency of plant and equipment can vary so much from industry 
to industry or from place to place that meaningful productivity 
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comparisons are very difficult to secure. There are many claims 
that Michigan workers are not as productive as those of some 
other areas. The statistical support for such claims is hard to find. 
This is therefore an area which needs intensive study. 


Stability 


Michigan compares favorably with other industrial states with re- 
gard to work stoppages. On the average, only about one-fourth of 
one percent or less of estimated working time was lost each year 
through strikes for the period 1955-1957, a figure which is in line 
with the experience of other industrial states. 

The quit rate in Michigan’s manufacturing industries compares 
favorably with that for the United States in each year of the period 
1955-1958. Even in 1955, a year of high employment in the state, 
the United States’ average monthly quit rate was 1.6 per hundred 
workers as compared with 1.5 for Michigan. In the subsequent 
years Michigan’s record was much better. The average in 1956 was 
1.6 for the United States and 1.0 for Michigan. For 1957 the United 
States had an annual average of 1.4 while Michigan had an 0.8 
average. On a month-by-month basis, the United States rate was 
double that of Michigan in 1958. This relative stability of the 
Michigan work force undoubtedly has a salutary effect on training 
costs. 


Workmen’s Compensation 


The cost of workmen’s compensation in Michigan compares fa- 
vorably with rates in other states. In many instances the rate is 
lower for certain industries in Michigan than in other states. This 
is especially noteworthy since the benefits to injured workers tend 
to be higher than those in other states in the midwest and in 
New York. 

A study of average manual rates for 45 occupational classifi- 
cations for the years 1950-1956 shows Michigan to have ranked 
only 11th in costs among 16 leading industrial states in six out 
of the seven years involved. 

While the benefits of the Michigan Act are somewhat higher 
than in other states in the region, the cost to employers, as meas- 
ured by the average manual rate, compares favorably with that in 
other states. Therefore, in terms of costs, the Act does not appear 
to place Michigan employers at a disadvantage. 
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Unemployment Compensation 


During the seven-year period, 1950-1956, the United States rate 
of employers’ contributions for unemployment insurance was higher 
than that of Michigan in four of these years. However, when 
Michigan is compared with other states in the East North Central 
region, we find that the average contribution rate of employers in 
the state was the highest for six of these years. This may be partially 
explained by the industrial composition of the state, with its em- 
phasis on durable goods. With the greater volatility of employment 
in Michigan, unemployment insurance costs are necessarily greater. 
In addition, benefits are higher in Michigan than in many other 
States. 


Water 


MICHIGAN’S ABUNDANT WATER resources, like our favorable market 
position, are often taken for granted without full realization of 
their potential value. Our water resource potential is not inter- 
mediate among the states but stands at the very top. Our primary 
water supply (excess of precipitation over transpiration and evap- 
oration) is fairly good in comparison with the rest of the country; 
stream flow is stable for the most part; and the state’s geological 


base is such as to provide large reservoirs of ground water. And 
the fresh waters of the Great Lakes are no more than 85 miles 
distant from any point in the state. 

The increasing importance of water supply in plant location 
is suggested by the following statement made by the President’s 
Materials Policy Commission: 


Water supply has always had.a significant effect on industrial 
location, but until recently most of this influence was exerted in 
an indirect manner. By 1975 water supply may be the most im- 
portant factor affecting industrial location. 

No detailed explanation is necessary as to why the water factor 
is expected to become so important. A number of sections of the 
country have already experienced difficulty in providing enough 
water to cope with substantial population and industrial growth. 
Some areas are subject to considerable variation in the adequacy of 
their water supplies. 

Referring to the rapid population growth in the Southwest, a 
recent press release of a demographic research agency states: “The 
Bureau’s Director, Robert C. Cook, predicted that some of these 
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localities might be forced to take steps to restrict the number of 
new residents, and more especially of new industries in some 
communities.” Elsewhere in the release it is stated that: “In 1957, 
an estimated one in every four Americans felt the water shortage 
in some manner. .. .” 

And — contrary to our common beliefs — water shortages are 
anticipated even in parts of the general region in which Michigan 
is located. Serious problems are predicted as early as 1970 in large 
parts of Ohio, Indiana, and Kentucky. These problems in our 
neighboring states should in no way be viewed with pleasure 
by Michiganders; our future cannot really be made brighter by the 
existence of problems in other states. But the abundance of our 
Michigan water supply is certainly a source of attractiveness to 
industry, a source which will grow in importance in the years 
to come. 


Transportation 


IT CAN HARDLY BE DOUBTED that transportation facilities represent 
one of the most important keys to the industrial future of Mich- 
igan, and that their development cannot be left to chance. A 
glance at a map will show that the Lower Peninsula is “blocked” 
on the east by Lake Huron and on the west by Lake Michigan. 
In many ways, the lakes are an asset to Michigan, of course; but 
certainly not from the standpoint of land transportation. We are 
a bit off the beaten path of east-west rail lines and of the most heavily 
travelled east-west highways. 

The east-west “ridge” of highest market penetration at lowest 
cost has been computed. It runs from New York City westward 
through such cities as Harrisburg, Cleveland, and Toledo, and on 
west through South Bend, Indiana, and Decatur, Illinois. Thus, 
the low-cost ridge is substantially south of many Michigan cities. 
The Indiana Toll Road is 41 miles south of Kalamazoo, and 90 
miles south of Grand Rapids. The most heavily used east-west 
rail lines are south of the Indiana Toll Road, passing through such 
Indiana cities as Elkhart and Fort Wayne. 

The “beaten path” tends to become ever more used. It is no 
accident that the Indiana Toll Road is already in use — permitting 
travel without a traffic light from Chicago to New York and to 
many other eastern cities — while a four-lane development of U.S. 
12 through Michigan industrial cities is still several years in the 
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future. Good feeder lines from Michigan cities to the Indiana Toll 
Road are yet to come. These highway needs — so important to 
industry — are evident even to the casual motorist. Not so evident 
but equally serious to industry are problems of rail, air, and water 
transportation. 

We must not conclude that Michigan’s transportation outlook 
is in any way overwhelming. For example, many Ohio and Indiana 
cities are just as far south of the low-cost transportation ridge as 
Michigan’s major cities are north of it. Not all industrial develop- 
ment has taken place, or will take place, precisely along that 
ridge. Our highway system will continue to improve considerably 
during the next few years. And we may have considerable ad- 
vantage from the St. Lawrence Seaway. Even so, continuous ag- 
gressive attention to transportation problems must be high on the 
priority list of those persons and groups charged with responsi- 
bility for Michigan’s industrial future. To aid such groups, a re- 
search outline has been prepared for the present study by Fantus 
Factory Locating Service. This outline should form the basis for 
hard study and effective action. 


Taxation 


OUR MAJOR CONCERN in this report is to consider Michigan from 
the standpoint of its likely industrial growth, and to appraise it in 
terms of its attractiveness for additional manufacturing activity. 
We shall make no attempt, therefore, to consider the entire com- 
plicated subject of state and local taxation, important and interest- 
ing though that subject certainly is. Some comments on the subject, 
however, may give the reader -a useful frame of reference from 
which to consider the question of taxes as they relate to industrial 
location. 

As a result of some excellent studies of Michigan’s tax structure 
which have recently been made, and as a result of the keen present 
interest in Michigan’s fiscal problems, the citizens of the state are 
beginning to get an unusually good opportunity to comprehend 
their tax problems. 

If we choose to measure relative tax loads merely by dividing total 
tax receipts by population, Michigan ranks among the “high” tax 
states. In this sense it ranked, in 1957, twelfth among the 48 
states. But its $181 in state and local taxes per person was ex- 
ceeded by higher figures in all three of the rapidly growing states 
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bordering upon the Pacific Ocean, as well as in such states as 
Colorado, Connecticut, Massachusetts, and New York. 
Furthermore, in Illinois and New Jersey, frequently cited as “low” 
tax states, total state-local tax receipts, at $179 and $174 per per- 
son, respectively, were not appreciably lower than they were in 
Michigan. This result is achieved because comparatively low state 
taxes in Illinois and New Jersey are accompanied by very much 
higher levels of local tax collections than are found in Michigan. 


If we examine the data over a period of years, moreover, we find 
that differences among the states in state and local tax receipts per 
person have tended to narrow markedly. The states in which tax 
receipts increased most between 1953 and 1957 were generally 
those which ranked lowest in 1953. All states are being subjected to 
increasing demands for public services, so that differences in the 
levels at which these services are furnished are declining and are 
bound to continue to decline, just as differences in income levels, 
standards of private consumption, and so forth, are narrowing. 
Thus, if a state is judged to be a “high” or a “low” tax state in terms 
of its state-local tax receipts per person, there is every likelihood 
that current rankings are going to be found to be ephemeral. 

If we employ an alternative measure of general tax level, namely, 
state-local tax receipts as a percentage of personal income received 
in the state — a measure that may be regarded as one that more 
meaningfully measures gross tax “burdens” — Michigan ranked 
thirty-first among the 48 states. 

Michigan, in these terms, can hardly be classified as a high-tax 
state. Moreover, the state of Michigan is not “out on a limb” with 
respect to the kinds of expenditures that might be associated with 
a “welfare state.” Our expenditures for public welfare in per capita 
terms rank us thirty-fourth among the states. The states in which 
state and local taxes tend to cut most severely into the personal in- 
come of their citizens tend to be the sparsely populated, low-income, 
rural states. For example, North Dakota is first, Mississippi is sec- 
ond, and South Dakota is third in this respect. 

Let us see how Michigan compares with other states in the man- 
ufacturing belt. As we indicated above, in terms of the percentage 
of personal income which is taken by state and local tax revenues, 
Michigan ranks thirty-first among the states. Among the other 
eleven states which may be considered to comprise this heavily 
industrialized area, only three had higher rankings than Michigan 
— Wisconsin (11), New York (22), and Massachusetts (23). 
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All of the others of these states take a smaller proportion of 
personal income in taxes than does Michigan as shown by the 
following ranks: 


Pennsylvania Connecticut 
Rhode Island Indiana 
Illinois New Jersey 
Maryland 


Among other industrialized states, California and North Caro- 
lina also take a somewhat larger slice of personal income than does 
Michigan, with rankings of 17 and 29, respectively. But in general 
these figures point to Michigan as ranking on the high side among 
industrial states in the share of income taken by state and local 
taxes. 

Responsible studies have shown that variations in such factors as 
income, urbanization, and density of population are closely asso- 
ciated with differences in state-local expenditures per person, ac- 
counting for some 70 percent of such difference. Hence, a:state in 
which industrial growth is bringing with it increases in income, ur- 
banization, and, necessarily, population density, is very likely to be 
one in which tax collections per person will be rising more or less 
commensurately. The movement into an area of new industry, 
whatever the existing level of taxation may be, is bound to raise 
that level. 

Taxes are always a burden when we are paying them, but they 
do purchase governmental facilities and services which we need or 
want; and we must therefore consider whether we are satisfied with 
what we are getting for our tax money. 

Let us compare Michigan with California, the large industrial- 
ized state which takes the highest percentage tax bite, and with 
Ohio, the industrialized state which takes the lowest percentage 
tax bite. Where does the money go? The answer is in the follow- 
ing table. 


State Rank According to Per Capita Amounts of Expenditures 
for Selected Functions, Selected States 


Rank 
Function California Michigan 


Higher education 1 
Local schools 11 
Highways 28 
Public welfare 34 
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These results are revealing, and they deserve the sober considera- 
tion of all of the state’s citizens. Note that on educational expendi- 
tures, we seem to share the spotlight with California. We spend 
more, relatively speaking, on higher education, whereas California 
spends relatively more on local schools. Ohio is pretty far down 
the line on both classifications of educational expenditures. 

On highway expenditures, all three states appear to be rather 
comparable. 

On public welfare expenditures, Michigan ranks well below 
either of the other two states. This is the very function in which 
Michigan has occasionally been “accused” of being out on a limb. 
Whether our actual ranking of 34th for expenditures in this area is 
something for the state to be proud of or ashamed of is a matter for 
the citizens to decide. 

On expenditures for health and hospitals, Michigan and Cali- 
fornia appear to be about comparable, whereas Ohio is far down 
the list. 

How does it all stack up? Today as we look at our state from the 
standpoint of a manufacturer seeking a low-cost location, we find 
ourselves noting that taxes in Michigan are substantially higher 
than they are, for example, in Ohio. Tomorrow, however, as we 
think of our state as a place in which to live, we may be gratified to 
see that we have given outstanding attention to our needs for higher 
education, local schools, and health and hospitals. There is no 
formula which can tell us on which day our thinking might be more 
correct. However, sooner or later the population in our neighboring 
states is going to demand services on a par with those in Michigan, 
and the longer their construction is delayed, the more they will cost 
and the greater will be their tax impact. 

All this is by way of background for some searching questions 
which we Michiganders need to ask ourselves with respect to taxes 
and their influence on the attractiveness of our state for industry. 
For some of these questions, research has provided at least partial 
answers. For others, additional research is needed. For still others, 
the answers depend mainly on our philosophies—on what we want. 

First, are state and local taxes in Michigan too high? We have 
noted that they are somewhat higher than in the other states of the 
manufacturing belt. Even so, are they too high? To answer the 
question, we must ask ourselves whether our state and local govern- 
ments are providing us with facilities and services which we would 
be willing to do without. Only by having fewer facilities and serv- 
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ices can we have lower taxes.* Let us look again at where our tax 
money goes in Michigan. Education accounts for 40 percent; high- 
ways, 18 percent; health and hospitals, 9 percent; public welfare, 
6 percent; sewers and other sanitation, 3 percent. These items add 
up to 76 percent of our total state and local general expenditures, 
Where shall we cut? For those who may have paused at the item of 
public welfare, we should reiterate that in per capita expenditures 
for this item Michigan ranks 34th among the states. We cannot 
answer for the people of Michigan the question as to whether they 
have more or less governmental service than they wish; but it is 
important to note that these decisions are constantly being made by 
the people themselves, through their elected representatives on 
school boards, township boards, city councils, and county boards, 
and in the legislature of the state. 

Second, if we in Michigan were to cut back our levels of govern- 
mental services, and therefore our taxes, in the hope of attracting 
more industry to the state, would we actually do so? Industry is 
interested in lower taxes, other things equal. This can be taken for 
granted. But many firms, though not all, are also interested in 
operating in good communities — communities with good schools, 
streets, parks, police and fire protection, and so on. Would Mich- 
igan communities gain industrial firms — or at least the kinds of 
industrial firms which would be an asset to the community — by 
cutting down on such facilities and services? Again, we cannot an- 
swer; and there are no data that shed light on the question. The 
best answers we can get will be those that grow out of the thought- 
ful deliberation of our civic and governmental leaders, at both state 
and local levels. We may hazard a guess, however, that the people 
of Michigan and of its communities should continue to approve 
such governmental services as they want to have and believe they 
can afford, rather than to be influenced by the remote and uncer- 
tain question as to how their tax levels may affect the growth of 
business and industry. 

But there is another question — and the most important one that 
we shall raise with respect to taxation — that needs to be consid- 
ered. Taxes must be paid either by individuals or by business and 
industry. Although we have suggested that perhaps there is not a 
great deal than can be done about our general level of taxes in 


4 Improving the efficiency of governmental operations is another possibility. We may 
assume that inefficiencies exist in any operation, be it a school, a municipality, or a factory, 
It would probably be a mistake, however, to assume that efficiencies can be improved to a 
degree which would make any substantial difference in tax levels. 
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Michigan, it would be a far cry to assume that all is therefore well 
with respect to our taxatian of business in Michigan. Are we, in 
Michigan and its communities, saddling industry with an undue 
proportion of the tax load? For example, if total taxes in some 
Michigan community are, say, ten percent higher than those in a 
comparable community in another state, the level of services in the 
Michigan community may be sufficiently better so that good in- 
dustrial firms will be willing to pay the ten percent difference. But 
if the tax burden on industry in the Michigan community is 30 or 
40 percent above the burden in the other community, the decision 
may be quite different. We need very much to examine our present 
taxes, at both state and local levels, both in principle and in prac- 
tice, to determine whether we are burdening industry dispropor- 
tionately for the good level of government facilities and services 
which we have in Michigan. We need also to examine all new tax 
proposals carefully, in order to determine whether they place 
burdens on industry which are out of line with the burdens placed 
on industry in other states. On this whole matter, accurate informa- 
tion is not easily obtained; but such information is extremely im- 
portant to have. 

Finally, we must observe that there has been a good deal of con- 
troversy as to whether the whole question of state and local taxes 
has a significant bearing on industrial location. Without reviewing 
the controversy in detail, we may say that the weight of evidence 
suggests that in many cases taxes should not be a major considera- 
tion. The most important objective for many firms is to be close 
to customers on the one hand or close to suppliers and raw 
materials on the other. Related to both of these is the adequacy 
of transportation facilities. Another major consideration is the 
availability of labor, and such related matters as wages, skills, and 
stability. By comparison with these considerations, tax levels are 
usually much less important. 

Even so, it may happen that the major requirements of a firm 
can be met equally well in several alternative locations, so that final 
decisions may hinge on the sum total of a number of secondary 
matters, including taxes. Moreover, there are too many stories to 
dismiss lightly, concerning individual Michigan firms which have 
apparently found substantial tax advantages in operating in other 
states. Such instances should be investigated thoroughly, to see 
what lessons we can learn from the experiences of these firms. We 
may find that certain types of firms are taxed unduly in Michigan; 
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or that certain specific taxes are particularly irritating and unfair to 
business firms; or that some specific Michigan communities have 
tax burdens far above the state-wide averages. 

In general, evidence as to the differentials in business taxes, at 
various locations within and among states, is not now available with 
sufficient reliability to warrant the suggestion that these differences 
have, in fact, been measured precisely. While we may thus doubt 
the validity of the actual size of the inter-state tax differentials sug- 
gested by some of the comparative studies that have been conducted 
elsewhere, there is good reason to believe that taxes paid by busi- 
ness firms in Michigan are somewhat higher than they are in 
Illinois, Indiana, and Ohio, states in which there is no major 
business tax comparable to Michigan’s Business Activities Tax or 
Annual Corporate Privilege Fee, the income taxes of New York or 
Wisconsin, or the income and franchise taxes of Pennsylvania. 

All in all, the tax treatment of industry in Michigan needs much 
additional study. 


Financial Inducements to New Business°* 


WE HAVE NOW LOOKED at some of the major industrial location fac- 
tors and we have considered especially those in which Michigan 
has considerable attractiveness for new industry and those in which 
Michigan may have special problems. There are some other mat- 
ters affecting the industrial future of the state of Michigan to which 
we must now turn our attention. One of these is the question as to 
whether Michigan should be offering financial inducements of one 
sort or another to new firms which we wish to attract. Let us con- 
sider first the ways in which such financial inducements are cus- 
tomarily offered, and then consider the extent to which such in- 
ducements ought to be made more widely available in Michigan. 

At the community level, there are throughout the United States 
about 1,800 local organizations known as “industrial development 
corporations,” “industrial development foundations,” and so on. 
These organizations have funds at their disposal which have been 
subscribed by individuals and businesses in the community for the 
specific purposes of improving the community and of providing 
additional jobs. Such organizations are generally prepared to offer 

5 The facts and points of view presented in this section are drawn from a manuscript by 
Harold T. Smith, “Equity and Loan cree for New and Expanding Small Business.” This 
manuscript is to be published by the W. E. Upjohn Institute for Employment Research. 
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industrial sites and plant facilities for lease or sale and to extend 
financial and other assistance to incoming as well as to established 
industry. These organizations range from a few well-established 
ones such as the widely known Louisville Industrial Foundation 
which has served Louisville well since 1918 in bringing new indus- 
tries into the community and in salvaging existing ones, to literally 
hundreds of tiny organizations in some very small communities. 

A second avenue of financial assistance to new business is the 
state-wide development credit corporation. These corporations are 
quite similar to the community organizations referred to above, 
except that they are organized to serve communities throughout the 
entire state. They are privately owned and privately financed, and 
their funds come chiefly from banks in their area of operations, 
each of which agrees to contribute a portion of the needed funds at 
very low rates of interest. The first state-wide development credit 
corporation was chartered in Maine as the Development Credit 
Corporation of Maine in 1949 and it began operations in 1950. 
Similar corporations were chartered in the remaining New England 
states by the middle of 1953 and in New York, North Carolina, 
Kansas, and Wisconsin during 1955. Since then, enabling acts have 
been passed in eight other states including Michigan, but progress 
in setting up corporations in these states is in various stages. Only 
seven corporations, in New England and New York, have actually 
made loans to industry. It is known that there is active interest in 
the formation of such corporations in at least 17 additional states. 

Finally, there is a third type of corporation known as the state 
industrial development authority. This authority is an arm of the 
state government, with funds originating at least in part from public 
sources at its disposal, organized to foster the industrial develop- 
ment of the state. The Pennsylvania Industrial Development Au- 
thority is the most widely known of these organizations. Created 
in 1956, it is authorized to make public funds available to the non- 
profit community development corporations for financing indus- 
trial firms in distressed areas. Authorities similar to the Pennsyl- 
vania one exist in Kentucky, Mississippi, and Arkansas, and such 
organizations are under consideration in the states of West Virginia 
and Florida. One has been proposed in the Michigan legislature. 

In considering all three of these types of institutions, we must 
note two important characteristics. First of all, such organizations 
have developed largely in distressed areas, in which economic op- 
portunities were dwindling or had never existed in sufficient quan- 
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tity to provide the people of the area with a good standard of living. 
A second characteristic is that with few exceptions they have been 
nonprofit organizations. Capital for these organizations has been 
provided by citizens, by banks, or by the state itself, in order to 
build up the economic vigor of the communities. Those who put up 
the money have expected to benefit, if at all, only indirectly through 
the improvement of general business conditions in the commun- 
ities involved. 

Before considering the applicability of these institutions in 
Michigan we must interrupt the story in order to refer to one addi- 
tional type of organization. In 1958 there was passed by the Con- 
gress the Small Business Investment Act which provided for the 
establishment of small business investment companies throughout 
the nation. The small business investment companies, it must be 
noted, were intended by the Congress to provide new and improved 
sources for the financing of small business in general, and they were 
not designed specifically to serve the needs of communities or states 
which were in economic distress. Even so, the small business in- 
vestment companies may well provide an additional source of funds 
through which the needs of distressed areas and states can be met. 

Leaving out the possible role of the small business investment 
companies, let us return to our consideration of the three kinds of 
financing institutions previously described. We have noted that 
none of these has so far been adopted very widely in the more 
rapidly growing and more prosperous states. What the future may 
hold in this respect is not clear; but it is at least uncertain whether 
such devices are likely to flourish in the fast-growing and prosper- 
ous states. There is perhaps no point in such states attempting to 
outbid each other for additional population and industry, when in 
many cases they are already having difficulty in absorbing the 
growth that has come to them. In Michigan, such organizations 
have not so far been conspicuous. In 1958 there were 79 commu- 
nity industrial development corporations in the state. Enabling 
legislation has been passed to provide for the establishment of state- 
wide development credit corporations, but so far no move has been 
made to set up such corporations. Finally, a state-wide develop- 
ment authority, empowered to make use of public funds for indus- 
trial expansion, has been proposed in the legislature but no act has 
been passed. If, as we suspect, Michigan may now be faced with 
difficult economic problems, the time is ripe for all of these devices 
for providing financial inducements to new industry to be given 
very serious consideration. 
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From an entirely different viewpoint, these financing devices 
merit consideration in Michigan whether we have problems of dis- 
tress or not. Many of the eastern institutions, although started to 
meet distress conditions, have found themselves increasingly useful 
in assisting with the expansion of already-existing promising local 
businesses. Perhaps in every community there are firms with good 
ideas and good management, but without sufficient capital to oper- 
ate at their most efficient level. To seek out and to help such firms 
would be a real contribution to the economic health of the com- 
munity. Efforts to do so commend themselves to the civic leaders 
of every community in the state. 


The “Climate for Industry” 


THE TERM, “climate for industry,” has been used to mean so many 
different things that it has become little more than a slogan. Dis- 
cussion of most of the matters related to it could proceed in a 
more constructive atmosphere if the term were dropped from our 
vocabulary. 

The term usually refers to the businessman’s interpretation of 
the costs of doing business in Michigan, including the political and 
economic issues related to the labor-management conflict. Thus, it 
includes the degree of unionization itself, together with the strength 
and aggressiveness of Michigan unions and their possible influence 
on labor costs. It includes also the businessman’s interpretation of 
the political influence of organized labor, an interpretation which 
poses a constant question in his mind as to what future legislation 
may be enacted which he may consider contrary to his interests. In 
addition, the term includes actual legislation as viewed by the busi- 
nessman — the nature and level of state and local taxation, the 
nature and costs of unemployment insurance, the costs of work- 
men’s compensation, and so on. It includes the businessman’s view 
of court decisions, jury awards in accident cases, and other actions 
of the judiciary branch of government. And finally, it includes the 
businessman’s conception as to whether public officials are friendly 
or hostile to business. 

We have noted that the term, “climate for industry,” or “business 
climate,” views these matters from the standpoint of business. If 
the phrase, “climate for unions,” or “climate for the workingman,” 
had been coined, the state’s characteristics might be appraised from 
different points of view. What the people of Michigan really want, 
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of course, is a proper “climate for the general good of all,” if we 
could but know how to achieve that climate. 

What is basically involved, then, is the conflict between “liberals” 
and “conservatives,” together with the very important political and 
legislative manifestations of that conflict. Let us look somewhat 
further at these issues. 

First, Michigan has all the ingredients of a headline-maker in 
this respect. Wherever we find large, powerful, and successful com- 
panies, we are apt to find large, powerful, and successful unions. 
Moreover, in any state where labor and management groups are so 
large and influential, political lines are bound to be drawn sharply 
on matters that relate to their points of view. On all counts, Mich- 
igan is notable. 

On the other hand, it should be clear that these issues are not 
confined to Michigan. Almost every industrialized state is con- 
cerned with these matters. One has but to examine the situation in 
New York, Pennsylvania and Massachusetts—to mention the more 
obvious — to recognize that our state is not unique in this respect. 
These states, among others, also claim that their costs of doing 
business are more unfavorable than elsewhere. 


Under such conditions, it can be taken for granted that every 
business group will utilize all available strategems to improve its 


position. For example, managements will surely wish to disperse 
their operations, so as to ensure, if possible, that no single labor 
dispute can cripple their production. In choosing locations, they 
will prefer, when possible, to locate where their vulnerability to 
aggressive union efforts is reduced; where taxes are as low as is 
consistent with their other locational objectives; and where their 
fears of unfavorable legislative actions are minimized. Some man- 
agement spokesmen in Michigan have stated that these considera- 
tions are among their criteria in choosing plant locations. Such 
assertions should occasion no surprise; the surprise would be if it 
were not so. On the other hand, managements must also consider 
such powerful locational factors as proximity to customers and 
suppliers, transportation to their markets, labor availability, and 
similar factors. No location has all the advantages a manufacturer 
wishes and none of the disadvantages. The continued growth of 
Michigan suggests that, on balance, Michigan locations must often 
have been chosen, even if with some reluctance, in preference to 
others. Moreover, unions can be expected to counter manage- 
ment’s dispersal tactics by attempting to organize plants wherever 
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they are located, so that success in “running away from labor prob- 
lems” may be short-lived. 

And “escape” from relatively higher taxes may be only a tempo- 
rary solution; for it can be documented that as communities become 
more industrialized and grow in population, their outlays for com- 
munity services, schools, and other publicly provided functions are 
bound to rise. Still, if the temporary escape results in lower taxes 
for a firm for a decade or more, the escape is bound to be at- 
tractive to some firms. 

To be sure, many people believe that the emphasis on business 
climate and on the relative cost of doing business in Michigan is 
exaggerated. This may be so; but whether right or wrong, the 
“image” of Michigan in the eyes of business management has come 
to be an unfavorable image. These beliefs or perceptions which are 
widely held by the business community have unquestionably in- 
fluenced its behavior. The real task is to get to the bottom of these 
perceptions — to determine as far as possible what causes them, 
whether they are fact or fiction, and to create a more favorable 
image. To contribute to a better understanding, we must search 
diligently in several areas. We wish to propose four lines of study 
and action which we believe have constructive possibilities. 


Study of Reasons for Plant Locations 


Despite the great amount that has been written on the subject of 
plant location, and despite the comments that are made from time 
to time by firms indicating their reasons for choosing a particular 
location, remarkably little systematic information is available con- 
cerning the factors which, on the whole, do actually determine 
plant locations. In the absence of carefully collected information, 
the people of Michigan — or any other state — are bound to have 
difficulty in determining the true value of their assets as well as the 
true magnitude of their problems. 

The plain fact is that we do not know how important the 
business climate may be — whether judged by tax differences, by 
labor-management conflicts, or by the liberal-conservative conflict 
and its political manifestations — as a factor influencing industrial 
location. In the nature of things, there is no count of the number 
of plants which have moved out of Michigan because in the 
opinion of their managements the atmosphere of the state was un- 
sympathetic. Likewise, there is no count of the number of firms 
which might have moved to Michigan and did not; nor of the 
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number whose reason for not locating in Michigan was the pre- 
sumed or actual politico-economic complexion of the state. 

It is not easy to devise an objective research study which would 
shed light on these matters. The answers could easily represent 
only an expression of political views or prejudices. It would be 
desirable, however, to attempt a careful inquiry designed to elicit, 
from the managements of a large number of firms which have built 
new plants in one or another of the East North Central States, the 
reasons for each management’s choice of location. Such a study 
would shed light on the relative importance of all of the major in- 
dustrial location factors, including the importance of the labor- 
management factor and its political ramifications. The value of 
such a study would be considerable, not only to Michigan but to 
other states as well. 


Study of the Conditions of Doing Business in Michigan 


There have been allegations that the Michigan tax structure is un- 
favorable to the growth of business enterprise. We have already 
called attention to the importance of a careful study of that matter. 
But there have been allegations also that the unemployment insur- 
ance law of Michigan thwarts the growth of business; that court 
decisions of various sorts have deterred business growth; and that 
in numerous other ways conditions in the state are not conducive 
to maximum economic development. These allegations have ap- 
peared chiefly in the context of political debate; and, while much 
good information does emerge in the course of political debate, the 
atmosphere does not lend itself to an orderly accumulation of facts, 
to a calm appraisal, and to the achievement of impartial conclu- 
‘sions. There needs badly to be drawn up a “bill of particulars” as 
to those matters which are believed to be thwarting our economic 
growth, and there needs to be a careful study and a sober weighing 
of the facts. 

Such a study need not be — and must not be — conceived as a 
vehicle for the propagation of pro-business or pro-union viewpoints. 
Maximum economic development of the state is to the benefit of all. 
Not labor unions, nor consumers, nor anyone else, can look hope- 
fully to the unsuccessful business as a source of good profits, good 
wages, good products, or lower prices. The general welfare, and 
the welfare of every group in the state, depend on the encourage- 
ment of economic growth. A calm appraisal of our success or fail- 
ure in achieving that objective in Michigan is urgent. 
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Passage of “The Economic Growth Act of 1960” 


The example of the national Employment Act of 1946 encour- 
ages us to propose a similar development in the state of Michigan. 
We suggest a different name for the Michigan Act, for the reason 
that employment is but one of several economic objectives which 
are now being recognized as necessary goals of the national Act. 
We shall review very briefly the important characteristics of such 
an Act in the state of Michigan. 

The Act itself, like the national Act, would be a short affirmation 
of the intent of the state government to concern itself with the 
sound economic growth of the state. It would provide for a Gov- 
ernor’s Council of Economic Advisors. It would require the Gov- 
ernor to deliver to the legislature an annual report on the economic 
situation of the state. Finally, it would set up a Joint Committee of 
the House and Senate on the Economic Report. The Joint Com- 
mittee would be provided with its own staff. The Committee would 
consider the Governor’s Economic Report, would conduct its own 
hearings, would direct its staff to provide such additional informa- 
tion as it wished, and would then consider needed legislation in the 
light of all available information. 

Passage of an “Economic Growth Act of 1960” is recommended 
for the consideration of the people of Michigan and of their elected 
officials in the state government. 


Improvement of the Michigan Reputation 


During the past year or two the reputation of the state of Michigan 
has suffered grievously. Articles referring to our “fiscal mess,” de- 
scribing us as a “welfare state,” purporting to show “why industry 
shuns Michigan,” and so on, have appeared in the public press of 
the nation with disturbing frequency. Perhaps all factions in the 
state — both those who believe that the conditions of doing busi- 
ness in Michigan are generally good and those who do not—could 
agree in acknowledging that the reputation of the state has suffered 
seriously. It is to be hoped that all leaders in the state, regardless 
of faction or political affiliation, can join in making the improve- 
ment of the Michigan reputation a prime objective. 


The Fiscal Problems of the State 


THE FISCAL PROBLEMS Of the state of Michigan have been among 
the most widely publicized evidences of its economic troubles. The 
people of the state have come to recognize that many other states 
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have similar problems, so that the so-called “fiscal mess” is not 
peculiar to our state. Even so, there is no disposition to minimize 
the probiem as it confronts us in Michigan. 

The fiscal difficulties of the state have sprung from many causes, 
We have noted, for example, that few other states in the nation have 
experienced such explosive population pressures in the last two 
decades as has Michigan. These pressures have inevitably brought 
to the state and its communities an unusual share of needs for 
public facilities and services, and therefore an unusual share of 
financial problems. Some of the financial problems of the state date 
back to the thirties, when the people wrote into the Constitution the 
fifteen-mill limitation on local taxes. This action by the voters made 
it inevitable that, sooner or later, the communities of the state would 
find themselves in financial difficulties. Some years later, in an at- 
tempt to bail the communities out of the problems caused by the 
earlier mistake, the voters passed the sales tax diversion amend- 
ment, and thereby made it certain that, sooner or later, the state 
government would be in financial trouble. 

Constitutional revision is obviously a “must” for the state of 
Michigan, as a necessary first step toward permanent improvement 
of the fiscal situation of the state and its communities. New pat- 
terns of state and local financial interrelationships are needed, as 
well as new decisions concerning the kinds of taxes that may be 
used to secure revenues to meet state and local needs. While con- 
stitutional revision can hardly solve all of our state and local finan- 
cial problems, it provides an absolutely necessary starting point, 
and it will lay a foundation upon which other constructive actions 
can be built. 


Growth and Stabilization of Existing Firms 


IT IS GENERALLY RECOGNIZED that the economic forces which lead 
to growth or decline of certain industries, as well as the forces 
which cause violent cyclical fluctuations in certain industries, are 
usually pervasive of the whole economy, and are substantially out- 
side the control of the individual firm. It would be a mistake, how- 
ever, to assume that the individual firm is completely at the mercy 
of forces beyond its control. Intelligent and imaginative manage- 
ment is, of course, a major creative factor accounting for our eco- 
nomic progress. Such creative management can fruitfully be 
brought to bear on the economic problems we have been consider- 
ing as problems of the state of Michigan. Although these are the 
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economic problems of the state, they are even more directly and 
intimately the problems of the business enterprises which make up 
the economy of the state. 

The continued growth of business firms in the state, for example, 
is not solely dependent upon continued growth in the demand for 
their present line of products. Many of the successful firms of to- 
day have little in common, except their name, with the company 
that existed under that name twenty-five yéars ago. The profita- 
bility of many companies stems from products not even known a 
decade ago. Every industry runs the danger of obsolescence. And 
many communities have serious economic problems because of 
dead or dying industries. With aggressive innovation on the part of 
our existing industries, Michigan need not become a state of de- 
clining industrial importance. 

Even the problem of cyclical fluctuation may not be completely 
beyond the control of the existing firm. The automobile industry’s 
sales and credit policies, for example, exert a preponderant in- 
fluence upon the economic life of the state. Easy credit and inten- 
sive sales campaigns at a time when sales are generally good tend 
to boost the industry’s production to “excessive” peaks and to draw 
more workers into the area than are necessary for normal opera- 
tions. Undoubtedly, some of this occurred in 1953 and 1955. The 
automobile industry in 1955, for example, marketed a far greater 
number of automobiles than could be marketed on a year-by-year 
basis. Thus, it borrowed business in 1955 which might otherwise 
have developed in 1956, 1957, and 1958. While we cannot pre- 
sume to say that the industry itself could have succeeded in leveling 
out automobile purchases over those years, it does have a serious 
responsibility to consider how its policies of expansion affect the 
economic life of the community. Any success that it can achieve 
in the future will surely be a substantial contribution to the econ- 
omy of the state of Michigan and even to that of the nation. 

In the 30’s and even in the 40’s, there was a great deal of interest 
in the subject of reducing business fluctuations through the efforts 
of individual firms. While no miracles are to be expected from 
such efforts, perhaps now is the time to re-kindle interest in the 
subject on the part of the Michigan business community. 


The Problems of the Currently Unemployed 


WE HAVE NOTED ELSEWHERE that the unemployed persons of the 
state do not represent a cross-section of the state’s labor force. 
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There is urgent need for special studies — both at the state level 
and in communities where unemployment is severe — of the un- 
employed people, as a basis for appropriate action. Perhaps some 
of these people should be induced to go elsewhere, to some area 
where jobs are more plentiful. Perhaps some can be retrained for 
jobs which may now be available. No doubt some, though counted 
as unemployed, are in reality unemployable except during periods 
of severe labor shortage. For these persons, some solution to their 
difficulties other than a job in private industry must be sought. 

In the effort to meet the problems of the unemployed, full utili- 
zation should be made of the counseling, vocational guidance and 
other facilities of the local offices of the Michigan Employment 
Security Commission. 


What Industries Are Most Likely to Spark 
the Future Growth of Michigan? 


WE HAVE NOTED the remarkable growth of the state of Michigan 
during the years from 1940 to 1953 and perhaps to 1955, and 
the great extent to which this growth was brought about by Mich- 
igan’s predominance in the production of the wheeled vehicle. Both 
in production for civilian use and in production for military pur- 
poses, this industry was the mainstay of the Michigan economy. 


We have noted also that, beginning in 1953 or 1955, the pace of 
the wheeled-vehicle industry began to slow down somewhat. When 
coupled with decentralization of manufacture and assembly, we 
have been forced to conclude that the industry will not provide the 
necessary support that Michigan needs in the future for its con- 
tinued growth. We must look elsewhere for the additional indus- 
tries that may provide growth in this state in the years to come; and 
the search for appropriate industries to spark that further growth is 
one of the major research needs of the state at the present time. 

This search should not be confined to manufacturing industries, 
although these have been our major focus in the present report. 
There may be possibilities in such areas as finance, insurance, mail- 
order firms, tourism, and others. In fact, diversification has often 
been mentioned as an important objective in itself for the state of 
Michigan. 

Research-oriented industries are among the nation’s most prom- 
ising developments. While Massachusetts and California are lead- 
ing the procession at the present time, Michigan has good potentials 
for growth. Our universities have a strong research orientation. 
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The establishment of the Institute of Science and Technology at the 
University of Michigan in Ann Arbor and the strong research pro- 
grams there and in other institutions of higher education in the 
state should provide an attraction for industrial organizations built 
around the research function. This impetus is already under way 
with the expansion or establishment of research facilities in the 
state announced by such firms as Michigan Chemical Corporation, 
Wyandotte Chemicals Corporation, W. L. Badger Associates, the 
Upjohn Company, Parke, Davis and Company, and Bendix Sys- 
tems Division. 

In addition to the types of industries mentioned above, the search 
for appropriate industries for the state can proceed in several dif- 
ferent ways. The most basic procedure is to take each major indus- 
trial activity in the United States which might possibly be suitable 
for location in Michigan and to consider the suitability of Michigan 
for that industry in terms of every single one of the basic industrial 
location factors. 

One illustration will show the kinds of conclusions that might 
be reached in such studies. This example is from a speech by Mr. 
Bert Cremers, entitled, “The Future of the Chemical Industry in 
the Great Lakes States.” Mr. Cremers’ conclusion is as follows: 


Forecasting the future of the chemical industry in the US. is a 


pretty large order for any one man, even with years of sales and 
administrative experience in one segment of the industry. Re- 
gional products constitute a massive product mix affected by in- 
ternal and external forces — each product with its own market 
future. By such limitations and using the usual background as- 
sumptions of one and one-half percent population growth, a 3 
percent annual growth in gross national product and continuation 
of the cold war, I have arrived at a forecast through 1965. It is 
my belief after reviewing all of these factors, that the Great Lakes 
States will continue to experience annual increases in chemical 
production in the order of 100 to 150 million dollars of value 
added by manufacture. 

Despite some of the real natural advantages enjoyed by the 
Great Lakes States, such as an abundant supply of fresh water (a 
scarce commodity in some areas), low-cost water transportation, 
vast resources of limestone and salt, the Great Lakes States’ share 
in the national market for chemicals will decline. This decline is 
attributed primarily to population shifts, industry decentralization 
and a trend to greater importance for petroleum chemicals. 


This study embraced the entire East North Central region, 
whereas we should have to have studies oriented specifically toward 
Michigan. It considers, of course, but one of the large number of 
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industries that should be investigated with reference to their poten- 
tial future in Michigan. 

As a concluding part of each such study, it would be necessary 
to make cost analyses showing the extent to which typical firms in 
the industry under consideration could compete successfully from 
Michigan locations with similar firms located in other suitable states, 

Another approach to the problem of pinpointing industries which 
are most likely to expand successfully in Michigan is to analyze the 
growth industries of the United States in order to see which ones 
have already shown some potential strength in the state of Michi- 
gan. Illustrative of this approach is an analysis prepared especially 
for this study by Henry C. Thole, of the W. E. Upjohn Institute for 
Employment Research, with assistance from Dr. Edwin Gross- 
nickle, Western Michigan University Professor of General Busi- 
ness. They have analyzed the latest available data on growth in- 
dustries which cover the period 1947-1954. Let us review some 
of their findings. 

Among the twenty-five largest growth industries in the East 
North Central region for the period 1947-1954, there were 22 in 
which Michigan’s gain or loss from its share—based on Michigan's 
population as a percentage of that of the East North Central 
States — was 600 or more workers. Michigan gained more than its 
share of added jobs in 16 of these 22 industries. But three of the 
industries in which Michigan did not perform as well as its 
neighboring states were very important—aircraft engines, aircraft 
equipment (not elsewhere classified), and radios and related prod- 
ucts. While Michigan did show a substantial employment gain in 
the aircraft parts and equipment field, its rate of growth was not 
equal to that of the region. In only two of the more important 
growth industries did Michigan experience actual job losses. These: 
were radios and related products and the plating and polishing 
industry. 

Michigan has shown up best in machinery (except electrical) 
and fabricated metals industries. The strong showing by Michigan 
in these industries suggests favorable location factors for firms in 
such industries. 

Other growth industries in which Michigan has compared as well 
as other areas and which should continue to show healthy growth 
are paper and allied products, chemicals, instruments and related 
products, and printing and publishing industries. 

Although Michigan has not done as well as other areas in ait- 
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craft and missile parts industries, their good growth prospects plus 
the need for accurate machining to close tolerances for many of the 
parts required by these industries suggest that Michigan may be 
able to secure a larger share of this business than it has in the past, 
even though most prime contractors for such business are located 
in the eastern, western, and southwestern parts of the country. 

While Michigan has kept pace with the East North Central 
region and the nation in nearly all growth industries examined in 
this study, absolute gains in employment have been small. The 
largest absolute gains in employment have been in special tools and 
dies, and metalworking machinery attachments, in which employ- 

ment increased by 17,000 workers for the period 1947-1954. Sig- 
# nificant gains have occurred also in aircraft parts and equipment 
(not elsewhere classified) (9,500 jobs) and aircraft engines (7,400 
jobs). During this same period the motor vehicles industry de- 
clined by nearly 24,000 jobs, and the gray-iron foundries industry 
declined by more than 14,000 jobs. Other significant employment 
declines were experienced by heating and cooking equipment 
(5,800 jobs) and metal stampings (3,300 jobs). Thus, many small 
increases in growth industries in Michigan have not been sufficient 
to offset losses in motor vehicles and other “nongrowth” industries 
and still maintain over-all growth rates comparing favorably to the 
East North Central region and the nation. 

Finally, in searching for suitable industries to assure the growth 
of Michigan, it should be helpful to try to look beyond the indus- 
ries that are already among us and growing, and to try to peer into 
the more dim and distant future. For example, we are apparently 
within sight now of further declines or perhaps the virtual elimina- 
tion of rail passenger transportation. What kind of change is this go- 
ing to bring about in the relative desirability of various industrial lo- 
g@cations? As another example, we can already foresee that some day 

the use of atomic power for the production of electricity will be 
common. This development will wipe out the cost of coal as a 
factor in the location of a good many kinds of industrial processing. 
How much and what kind of effect will this have on the relative 
desirability of various industrial locations? As a third example, is 
apractical process in sight for making fresh water out of sea water? 
If so, the process will lift the industrial ceiling set by short water 
wupplies which now exist in some parts of the Southwest and far 
West. How much of an effect will this have on the relative desir- 
‘bility of various industrial locations? 
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All along the developing front of technology, we could take a 
look at what is in the offing and attempt to estimate what effects it 
may have on Michigan during the next fifteen to twenty-five years. 
Obviously, anything that can be learned along these lines is not 
going to be discernible by any study of industrial location factors 
or by any study of past historical trends. It is a line of investigation 
quite separable from the others. Such studies as this should not be 
considered in any way to be idle daydreaming. Many of the indus- 
tries of prominence today were dreamed of and foreseen long be- 
fore they became forces in the economic life of our day. Some of 
the developments of the next quarter century are already, if not on 
drawing boards, in the brains of our scientists. We should profit 
from knowing about them. 

By the use of all suitable procedures, we must determine what 
industries may set Michigan again on the course of progress. Armed 
with such information, we shall perhaps find it easy to attract to 
Michigan those industries whose most profitable future is really 
linked to our own. 


Community Action 


THIS ENTIRE REPORT, since it has been devoted to the economic 
problems of the state, has had little to say about action or study 


at the community level. The fact is, however, that the economic 
health of the communities of the state probably lies more in their 
own hands than it lies in the hands of any or all of the agencies of 
the state as a whole. While we cannot attempt here to enumerate 
all of the responsibilities of local communities, we can point up 
some of those which bear most directly on the objective of eco- 
nomic development. 

High on the list comes the provision of community services. 
While we have not studied this matter directly, we believe it could 
be documented that Michigan’s communities are, on the whole, 
attractive to industry in this respect. Continued diligent attention 
should be given to the provision of good schools, good highways 
and streets, good parking facilities, good police and fire protection, 
and other community services. 

Local tax problems are of special concern and importance. We 
are unwilling to suggest that Michigan’s communities should reduce 
the over-all level of their taxes by reducing their level of services 
in the hope of attracting industry. But the kinds of taxes, and 
the relative impact of taxes on industry, merit sober consideration. 
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The property tax presents serious problems concerning the relative 
assessment of industrial property and concerning the uniformity of 
assessment in general. Moreover, the property tax alone cannot bear 
the burden of rising local needs for facilities and services, and it 
must be supplemented by additional sources of revenue. 

Zoning for industry is of the utmost importance. Industrial firms 
are reluctant to choose a plant site and then attempt to get it re- 
zoned for their use. Such attempts nearly always arouse commu- 
nity conflicts. Land which should be put to industrial use should 
be properly zoned in advance of a specific need for the site. 

A spirit of cooperativeness on the part of local governments in 
making such facilities as sewer and water available to new indus- 
tries is indispensable. To an increasing extent, communities are 
developing “industrial parks,” in which sites and facilities for in- 
dustry are made available in advance of need. Local financing of 
industrial plants is important, including local industrial develop- 
ment corporations. 

As far as aggressive efforts to attract new industry are concerned, 
the attitude of Michigan communities will no doubt vary. In those 
communities which are faced with serious problems of unemploy- 
ment, aggressive efforts may be strongly favored. In others, the 
emphasis will be on selective and orderly development, rather than 
on an increase in the rate of growth. 

That the Detroit area is crucial to the state is clear. It has over 
half of the people in the state and over half of the unemployment. 
Without reviewing Detroit efforts in detail, we may note that much 
attention is being given to its problems, including the recent forma- 
tion of the Southeastern Michigan Metropolitan Community Re- 
search Corporation. 


An Industrial Development Point of View 
for the State of Michigan 


THERE ARE SOME persons who seem to value population growth for 
its own sake, perhaps with the mistaken notion that bigger necessar- 
ily means better. There also are some, though not many, who profit 
directly from population growth. But there are others who view 
growth with some misgiving. They see, correctly, that the rapid 
growth of Michigan has brought problems more rapidly than bene- 
fits—problems of schools, hospitals, parking, streets and highways, 
high taxes, state and local debt, and so on. These persons may well 
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wonder if all the efforts we have been discussing — efforts to help 
Michigan grow — are even in the right direction. Is there a state 
economic objective with which all citizens could agree? Let us try 
to formulate one. 

First of all, it is admittedly difficult to see why the prosperous 
states of the manufacturing belt should get into a competitive race, 
trying to out-bid each other for every new factory that is seeking a 
location. These states already contain two-fifths of the nation’s 
people and two-thirds of its manufacturing. Their people might on 
one day gloat over the acquisition of a new factory, and on the 
next day wring their hands over their parking problems and a pro- 
posed bond issue for a new school building. Why anyone should 
wish to foster additional growth in these already large and rapidly 
growing areas is not easy to see. 

In this sense, Michiganders should view the beginnings of indus- 
trial growth in the South, for example, with enthusiasm rather than 
with misgivings. An improvement of the economic opportunities 
of the people in the southern states is bound to be a net gain to 
themselves, to Michigan, and to the nation as a whole. 


Why, then, should we be concerned at this time to encourage 
the economic growth of Michigan? There are two reasons. First, 
we in Michigan must make sure that the rate of growth in the 
future will be adequate to provide work for our present and our 
growing population. We must emphasize that in-migration will 
continue — though perhaps not at the high rates of the past two 
decades — to Michigan and the other industrialized states. The 
southern states have been experiencing out-migration at substantial 
rates for many years; and the rate of industrialization of those 
States, though encouraging, is far short of enough to take care of 
their growing populations. Many people will come to the North, 
even if economic opportunities are not very good, because they will 
feel that they are bettering themselves somewhat by doing s0. 
Moreover, movement from the farms to the cities will continue; and 
this, too, adds to the number of jobs that will be required in the 
factories and offices of the state. The conclusion of all this is that 
Michigan’s industrial job-seeking population is going to grow, and 
that considerable effort is going to be required if we are to provide 
suitable job opportunities for those of our people who wish to work. 

But there is a second reason why we should be concerned abou! 
Michigan as a place in which to do business. It has nothing, basi 
cally, to do with population pressures as such. That reason is that 
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itis to the advantage of Michigan, and indeed of the whole nation, 
for us to do our share of the nation’s work as efficiently as possible. 
lf we have transportation problems, for example, difficulties which 
impede the free flow of goods and services, then we should solve 
them. If there is any basis for the charge that our tax structure 
thwarts the maximum development of profitable businesses and there- 
fore of well-paying job opportunities, then we should correct it. In 
taking an aggressive stand toward the solution of our problems, 
we are in no sense “competing” with other states; we should be 
glad to see all of the other states solve their problems, too. The 
whole forecast of a bright future for Americans depends on the 
assumption that, as individuals, business firms, communities, and 
states, and as a nation, we shall continue to solve our economic 
problems with reasonable success. 


A Program of Action and Study 


PERHAPS IT WILL SERVE as a summary of the ground we have cov- 
ered in this report if we list in orderly fashion the things that should 
be done in order to advance the economic growth of the state of 
Michigan. Each item to be listed involves some combination of 
things to do and things to learn. In some cases, there is much to 
learn before we shall know exactly what to do; but there is perhaps 


0 item in which action has to wait entirely on the development 
of further knowledge. 


1. Industrial promotion. While many persons doubt whether 
ndustrial promotion efforts have been effective in other states, it 
seems to us desirable that such efforts be stepped up in Michigan: 
letermine what staff the Department of Economic Development 
eeds in order to carry on its industrial contact work effectively, 
ind provide whatever additions are necessary. Undertake a pro- 
Jam of institutional advertising of Michigan as a site for industrial 
cation. 


2. The Michigan reputation. Guard zealously the good name 


Mf the state. Stop undermining its reputation by exaggerating its 
oblems and minimizing its virtues. We have short-changed the 
tate long enough. 

3. “The Economic Growth Act of 1960.” Affirm the intent of 
€ state government to concern itself with the economic growth of 
€ state, by passage of “The Economic Growth Act of 1960.” 
mplement the Act by creating a State Council of Economic 
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Advisors; by requiring the Governor to deliver an annual Economic 
Report to the legislature; and by establishing a Joint Committee of 
the House and Senate on the Economic Report, with a staff to assist 
the committee. 


4. Constitutional revision. Undertake at once a thorough revi- 
sion of the Michigan Constitution, as an essential first step in allevi- 
ating the fiscal difficulties of the state and its communities. 

5. Most suitable industries. Initiate a full-scale research effort 
to determine the industries for which Michigan is best suited. Cor- 
rect with special care such problems as Michigan may have in 
meeting the locational needs of those best-suited industries. Pin- 
point promotional efforts toward expanding firms in those indus- 
tries. One of many criteria of selection will be the choice of indus- 
tries which will serve to diversify the economy of the state. 

Knowing that some of the most promising industrial growth will 
occur in research-oriented, technology-centered new products, en- 
courage the development of research facilities, both in universities 
and in industrial firms, and, in all possible ways, attract scientific 
talent to the state. 

Give special attention to a study of the potentialities of the tour- 
ist industry. While this industry will have little to do with growth 
in the industrialized southern half of the Lower Peninsula, it would 
be very helpful in improving the economic status of the remainder 
of the state. 

6. Growth and stabilization of existing firms. Encourage exist- 
ing firms to “keep pace with the times,” to invest in innovation, so 
that their growth will not depend solely on presently existing 
product lines. Re-kindle interest in the possibilities of stabilization 
efforts on the part of individual firms. Reduce in all possible ways 
our character as a “feast-or-famine” state. 

7. Reasons for plant movements. Undertake a study of manu- 
facturing plants that have actually located in Michigan and in 
nearby states, in order to determine the reasons for their choice of 
location. While the truth is difficult to ascertain in such situations, 
this study should shed light on the relative importance of various 
factors in influencing locational decisions, and on the factors that 
have actually brought plants to Michigan as well as to specified 
other states. This study will help Michigan assess the relative im- 
portance of her assets or the relative seriousness of her problems. 
It will aid, too, in pinpointing the kinds of firms for which Mich- 
igan is an attractive location. 
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8. Transportation. Undertake an all-out study and action pro- 
gram designed to bring Michigan’s transportation system up to a 
condition of complete adequacy. There should be a Committee on 
Transportation to carry the responsibility for this program. The 
outline prepared by Fantus Factory Locating Service for our study 
of the Michigan economy provides a starting point for the work of 
the Committee on Transportation. 


9. Water. Set up an exploratory committee to consider what is 
needed in order to capitalize on Michigan’s industrial attractiveness 
from the standpoint of water. The work of this committee should 
be fully coordinated with the Michigan Water Resources Commis- 
sion. Water, though not a conspicuous factor at the present time, 
will be of increasing industrial importance in the future. Its poten- 
tials should not be overlooked. 


10. Conditions of doing business in Michigan. Undertake a 
thorough, patient, objective study of the actual conditions of doing 
business in Michigan, as compared with the conditions of doing 
business in other states. 


11. Taxes. Undertake a thorough study of taxes as they affect 
business costs in Michigan and in other states. This is really a sub- 
study under point (10) but is lifted out for special attention be- 
cause of the importance given to this item by many people in 


business and industry. 


12. Financial inducements. Give earnest consideration to the 
possibility that Michigan needs to establish financial inducements 
to attract industry, especially in areas where unemployment is pro- 
longed and severe. Serious consideration needs to be given to the 
establishment of area-wide or state-wide development credit corpo- 
rations. Consideration also needs to be given to the establishment 
of a state-wide authority similar to the Pennsylvania Industrial De- 
velopment Authority. The possible usefulness of small business in- 
vestment companies as an aid in these efforts should be investigated. 


13. Community action. Encourage the communities of the state 
to consider their problems of economic development seriously, and 
to take steps, where necessary, to attract sufficient industrial growth 
so that they may provide full employment for all of their residents 
who wish to work. Alert communities can do a great many things 
to encourage and promote the orderly growth of industry and of 
jobs; and it may be that a state-wide agency can do much to assist 
the communities of the state in these efforts. The Department of 
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Economic Development could appropriately carry on this function, 


14. The present unemployed. Undertake careful studies of the 
‘unemployed people themselves. Consider such possibilities as en- 
couraging them to seek jobs elsewhere. Provide opportunities for 
retraining, counseling, and guidance toward new job possibilities, 
Give special thought to the problems of those persons who may be 
largely unemployable. 


Program Implementation 


THE CHAPTERS in the body of this report, as noted on the following 
pages, outline the problems and the areas of research which should 
be developed. The preceding program items suggest many activities 
and approaches which can be undertaken with little delay. In the 
opinion of the authors of this report, a responsible official agency 
of the state government, combining in its membership leaders of 
management, labor, and the general community, is essential to 
spearhead the research and activities herein outlined. The Committee 
on Michigan’s Economic Future (COMEF) may be such an 
agency. Under its auspices, a research organization guided by 
several key committees representative of the appropriate interests of 
the state can begin to function. Such committees may include the 
following: 


. Committee on Industrial Promotion 

. Committee on Suitable Industries 

. Committee on Transportation 

. Committee on Water Resources 

. Committee on Conditions of Doing Business in Michigan 
. Committee on Business Taxation 

. Committee on Financial Inducements to Business 

. Committee on Community Development 

. Committee on Problems of the Unemployed 


It is believed that the above organization of committees under 
COMEF could work effectively toward implementation of most of 
the recommendations we have outlined above. There could also be 
a Committee on Growth and Stabilization in Existing Firms, if 
this topic is judged to be a fruitful area for concentrated effort. 
None of the above committees could easily handle the recom- 
mendations concerning “The Economic Growth Act of 1960” and 
Constitutional revision. Possibly a general Committee on Govert- 
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ment might take care of these two topics if COMEF wishes to 
pursue them. 

The authors of this report hope that their work will arouse the 
interest of all citizens of the state in working toward the solution of 
the economic problems of Michigan, and that that interest will be 
evidenced by enthusiastic support of the activities of COMEF as it 
undertakes the difficult assignments which are required in the ac- 
complishment of its mission. 
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Chairman McCartuy. Mayor, I would like to ask one or two 
questions. 

In your testimony you indicated that 55 percent of your relief load 
involved people from other States. Do you have a waiting period in 
Michigan before these people become eligible for relief ? 

Mr. Mirrani. Yes. We have the 1-year waiting period. But on 
a study wé made, the city gets criticized so often about our relief load, 
“How many floaters do you have on it?”—but we made a study of the 
pa, the length of time that they were here, and at the time in the §, 

ack of the book. The interesting thing about it is that it shows that 
better than 68 percent of this load came here, let’s say, in 1956 or 
prior thereto. Less than seventeen one-hundredths of 1 percent, or 
roughly 75 cases, came here, let’s say, a year on up. And the point 
that this shows particularly, if you take the year of 1955, so that you 
would then say, roughly 5 years, it shows that better than 87 percent, 
or 86 percent have been here in the city of Detroit since 1955 on. 

Chairman McCarrtuy. So somewhere between 5 and 10 percent are 
people who have been here for less than 1 year? 

Mr. Mirtant. No, they are here more than a year, but we don't] 
have any that are less. This is 75 cases who were here in 1958, which 
would be a year. 

Chairman McCartuy. Do you have any figures as to the number 
who were not eligible because they had been here for less than a year! 

Mr. Mrrrant. Yes; we have those. 

I would guess on that out-county relief, as nonrelief or nonresiden- 
tial, is 750 to 1,000. 

Mr. Tempte. I think it is less than that, they offer transportation to 
4,500 a year. 

Chairman McCartuy. Do you have any way to go back to the 
States from which they have come in order to get relief for them, or 
are they people who are adrift without access to any relief of any 
kind ? 

Mr. Tempte. There is no reciprocal relief of any kind. 

Chairman McCartnuy. It has been suggested that perhaps the 
Federal Government should assume responsibility for migrants and 
meet relief costs, say, for a period of 1 or 2 years after they have 
moved to another city. Do you have any suggestions or comments on 
that? 

Mr. Mirtant. I say it is all right to do it for this reason, as Mr. 
Temple points out, we get citizens here that most of the localities in 
the South didn’t own, but they are residents, and we have to hel 
them. I think it would help somewhat—it would not help us very 
much, it would not help the county—I would make a rough guess of 
about 5 to 1,000 cases at an average of $110. 

Mr. Tempe. A hundred and ten to a hundred and thirty. 

Mr. Mirtant. It would be good for them, many communities, but 
it would be very minor in respect to large cities. 

Chairman McCartuy. In the last session of Congress a specia 
commission was established, or at least the authority for it was estab 
lished, to study intergovernmental relations. Would you care to dis#} 
cuss the need for clarification of responsibility of the Federal Govern 
ment as distinguished from the State government, or State as dis# 
tinguished from local ? 
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Mr. Mirrant. We had a hand in that bill, and now it is a selection 
of the people. I think there has been long overdue a consideration 
of the responsibilities of the Federal Government, States, counties, 
and cities, let us say, which include villages and townships, particularly 
in the area of taxation, because as we look about, particularly in 
Detroit, as to any taxation, we find tha* all forms of taxes have either 
been taken by the Federal Government or by the State government. 
And the end result is, we end up with ad valorem tax on real estate 
and personal property. And I would imagine that a thorough dis- 
cussion of the duties and obligations along with taxation would depend 
on that problem. 

I know in Congress when I testified last time, the question was 
brought out as to urban redevelopment, Why didn’t local communities 
do it? And my situation, or my suggestion, was simply before the 
Ways and Means Committee, I said that this program was enacted 
§ some 20 years ago by—as a matter of fact, President Roosevelt began 
it, and it was taken up by President Truman, and the cities had quite 
ahand in it. 

The restricting of the program, I said, simply then meant restricting 

our funds, and it wasn’t a matter of our coming to beg, it was that if 
@ you thought urban redevelopment was a local responsibility, all the 
money given to that program ought to be rebated back. The answer 
was When we needed money, because it was a new project, and there 
was foreign aid or so on. I said, “I am not going to quarrel about 
foreign aid: I know you need foreign aid. But we need it, too.” 

So, to me a clarification of the influence of taxation and what forms 
of taxes each branch of Government ought to have would be whole- 
ome, and then responsibilities and obligations detailed. I think it 
would be very good. I think that study and the enactment of some 
type of legislation would certainly define the responsibility of the 
people in the local community to their city government, as well as to 
State, county and Federal. 

Chairman McCartuy. Would you care to comment on the effect of 
the high interest rate on their planning for urban renewal ? 

Mr. Mirtant. We have been rather lucky—or fortunate—that our 
wedit is good, there is nothing wrong with the State of Michigan, we 
we still taking up $685 million, and I wish they would pay me the 
$11 million they owe me. 

Some cities, particularly for the school districts, I know have had 
to go out to borrow money, and they are paying as much as 5 to 514 
percent, which I think is a very high rate. The last money we bor- 
growed, I think we borrowed at 3.37 percent, or thereabouts, which was 
till a fair rate, we were borrowing money under 3 percent and around 
percent. 

Chairman McCarruy. For what terms? 

Mr. Mrrtant. Anywhere—usually the maximum bonds that we have 
ire probably 15 years, some may go as high as 20, but it is all in that. 
tnge. I think it has a direct bearing, the interest rate has a direct 
aring on the amount of work that a community will do in capital 
mprovements. And I would say this, that we are going to watch the 
noney market, if it is going to go up beyond 3% percent. I would 
ook askance at asking the council and, let’s say, the municipal financ- 
ig commission to go in and borrow more money at that rate. I think 
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anything under 31% percent we can do it, but I think if it goes be- 
yond that, most cities are in trouble. 

Chairman McCartuy. Thank you very much. 

Senator McNamara. Mr. Mayor, you used a figure of 12 percent in 
reference to unemployment. Do I understand that correctly that 
this is a long-range prediction, that we are going to continue to have 
12 percent unemployed in this area for a long time? 

Mr. Mirrant. Yes, and it keeps going, it doesn’t improve itself. 
The danger to us is there has been no improvement. When I pointed 
out the work we are‘doing for the industrial development, getting peo- 
ple in, it takes several of. our companies—and I am sure Mr. Reuther 
can testify to that—when a big factory closes and throws out 90,000 

ople, and, let’s say, there is a net loss of about 7,000 jobs, it is a 
hersiloat effort and it will take us 3 or 4 years to actually bring in 
enough industry to absorb that. And the problem that we have had, 
as I have said it, and I am sure others will restate it, is this decen- 
tralization, those three- and four-story old multiple buildings that are 
there, the companies aren’t going to do anything with, they are for 
sale, and nobody wants them, and we have made up our mind that 
those are good industrial redevelopment projects for us to take over, 
raze them, and then make the land available for industrial quarters. 

Chairman McCartuy. Do I understand correctly that your welfare 
load has increased five times since 1953 ? 

Mr. Mierant. That is right. 

Chairman McCarruy. And what is your project? Is it going to 
continue to go up? 

Mr. Mrrarant. Our project—we see no relief in the new budget, 
which will be the budget that we will have to compile in January for 
1960-61, we are going to budget the full $114 million, hoping the State 
will come with us, which in effect means that we will be spending, 
with the State, anywhere from a minimum of $18 million to as much 
as $30 million, let’s say, if there is any kind of a rescission in our un- 
employment loads. 

Chairman McCarruy. And certainly the probléms of unemploy- 
ment are very important as far as this figure is concerned. If we can 
improve the employment picture in some manner—and some of the 
suggestions you have made are excellent—then this would naturally 
relieve some of that load on the taxpayers in this locality. 

Mr. Mrrrant. We have better than—how many renayeddes on 
relief load? The figure is 6,000 or 7,000 that would go ‘to work to- 
morrow morning. And, of course, my problem as a former council- 
man is this: Now I am going in the new budget. Because of the new 
census and distributions, of the gas tax and sales tax money, we think 
we are going to lose about $6 million out of that. And then we have 
had a few bad spots, even though we have brought in more money, 
we may be short in the next budget as much as $9 million to keep the 
services that we have today, let alone considering a pay raise which 
we think our employees are entitled to. That is our problem, but I 
want to point out that it is the welfare problem that creates this 
second problem. 

Chairman McCarruy. You mentioned a figure in the next 20 to 25 
years of 60 million additional persons in urban areas. 

Mr. Mrerani. Yes. 
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Chairman McCartuy. This is a startling figure, and one that we 
haven’t been confronted with before. Would this mean in the metro- 
politan area of Detroit you look for 114 or 2 million increase in 
population ? 

Mr. Miriant. We figure that by 1970, in our metropolitan area alone 
that you use as the census figure, that we could have as much as 
7,500,000 pees) which is double and better right now. Right now 
we have roughly 3,750,000 to 4 million in the metropolitan area. We 
think it can double. 

Chairman MoCarruy. In the next 20 to 25 years? 

Mr. Mirtant. We think in the next 10 years it could happen. The 
way we are going, we know that in the new water program and sewer 
program for Wayne County, and we are trying to get that off dead 
center—we are having a rough time with the superiors, but we are 
going to work it out in the next 60 days—we know that $36 million 
worth of source that we will capitalize and have the capacity of bor- 
rowing will bring better than $250 million of assessed new evaluations 
in Wayne County in the next 3 years. That is the tremendous im- 
portance of the things that can happen if we can get this unemploy- 
ment question off dead center. 

Chairman McCarruy. You referred briefly to the urban redevelop- 
ment program. Certainly this is one that the Federal Government 
has been very much concerned with and has made considerable con- 
tribution to. Our committee previously had been confronted with 
statements by witnesses that the urban redevelopment program that 
replaces slums is so costly to the new tenants, running as much in 
some areas as/$40 per room—— 

Mr. Mrreiantr. That isn’t so. 

Chairman McCarruy. A month that they are priced out of the 
market for the average citizen. What is your experience or reaction 
to that ? 

Mr. Mirani. No, I don’t agree with it, because in our Lafayette 
Pavilion program that you are working on, rents there begin roughly, 
I think, at $90, and as you go higher they do go up, some as much, 
I think, as $250. But there are a vast number, let us say, for what 
we call our middle class groups that can get in there at on the average 
of $100 and $110 a month, which I don’t think is an exorbitant rate 
when you consider that they get everything except a telephone. 

Chairman McCartuy. Of course, it doesn’t allow the people who 
are displaced in the slum clearance program to reoccupy these places 
at these prices even at $100 or $110? 

Mr. Mretant. No. What we do there is, there you take the worst 
type of homes that you have. Under the program that you have, 
nothing can be touched unless you make provisions for getting into 
other places. It so happens that about 60 percent are eligible for 
public housing. And we take the majority of them into our public 
housing. And, incidentally, from a good economic standpoint, that 
is where they belong, because they actually can’t afford—even in slum 
areas they are paying $60 to $90 a month—when they ought to be 
paying around, let’s say, in our public project, an average of any- 
where from $35, say, to $45. Many of them, once we put them in, 
we find it is good for them and good for us, because it is cleaner and 
nicer housing. Incidentally, I have got to say that experts who 
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worked in those offices contributed considerably to most citizens, and 
have worked all of those relocation programs to the satisfaction of 
the Government. 

Then I want to compliment Congress, you have been one of the 
stalwarts of fighting for urban redevelopment. We have had more 
trouble with the administration in trying to convince it of the neces- 
sity and need, because certainly Congress in all the testimony in the 
bills that they introduced—later by amendment you had to accept 
something lesser—we thought it showed a keen interest in wanting to 
solve this problem which confronts, let’s say, roughly, about 100 
million Americans. 

Chairman McCarruy. You mentioned a great influx of people from 
other areas of the country. Do you find that any substantial number 
of iene leave in times of depression or recession, or do they generally 
stay ? 

Mr. Mirtant. Bob is our Deputy Superintendent of Welfare. 

Mr. Tempie. We have experienced out-migration among southern 
whites during this past year and a half, that has been noticeable. 
But that is the only noticeable effect that. we have seen. 

Chairman McCarruy. Have you estimated a third leave, or a 
quarter leave, or what percentage do you think leave? 

Mr. Tempte. I think it would exceed a third. 

Mr. Mirani. And you notice it is usually, as Bob says, what we 
consider our southern white families. On our relief we have roughly 
about 78 to 80 percent colored families. And usually that figure will 
be banded by the city with an explanation—it is a simple explana- 
tion. They happen to be the people who are in need. And, inci- 
dentally, they are not the floaters as many people pretend they are, 
because our records will indicate that they are just as substantial, just 
as good citizens, as the people that we have, and they have been here 
anywhere from 5 years on up, some as many as 20 years, 25 years, 
or 15 years; the effect of the layoff happened to hit them because they 
were newer. And that is the problem. And we accept it as part of 
the citizenship of our community, that responsibility belongs to the 
entire community of working out that problem for all of its citizens 
regardless of who they are. 

Chairman McCartruy. Thank you, Mr. Mayor. Iam sure that you 
have brought some new information that we haven’t had in our record 
from previous hearings, and I know it will be very helpful to the 
committee. 

Thank you very much, Mr. Mayor. 

The next witness scheduled is Mr. Walter Reuther of the CIO- 
UAW. 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, UNITED AUTO 
WORKERS, DETROIT 


Chairman McCarrtuy. Mr. Reuther. 

Mr. Revutuer. Mr. Chairman, first I would like to commend the 
members of your committee for what I think is an excellent job of 
holding these hearings in the areas of chronic unemployment. | 
think that going out to the center where the problem exists is a very 
effective way to bring together the basic information concerning 
this very serious problem which is national in scope. And I should 
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like to express my appreciation for the opportunity of appearing be- 
fore your committee this morning. 

I come here as the president of the UAW to express our deep 
concern at the failure of the Federal Government, to date, to take 
adequate affirmative action to deal with this lingering and serious 
sroblem of chronic unemployment. I have a prepared statement 
which I should like to submit for the record wha is rather com- 


prehensive and which gets into the main aspects of this problem in 
considerable depth. I should like to put it in the record, if I 
might. 
Chairman McCartuy. Very well, we will put it in the record. 
(The prepared statement of Mr. Reuther is as follows :) 


PREPARED STATEMENT OF UAW PRESIDENT WALTER P. REUTHER 


I wish to congratulate this committee on the excellent job that it has done 
in its hearings so far to bring to light some of the basic facts about unemploy- 
ment. It is an especially hopeful sign that you are devoting your attention 
both to the particular problems and needs of areas of severe, chronic unem- 
ployment, and to the more general question of recurrent crises of widespread 
unemployment in the economy as a whole, and what can be done to prevent 
them. 

When you go into areas of chronic mass unemployment, such as you find in 
West Virginia, Massachusetts, Pennsylvania, Michigan, Indiana, and other 
States, you are in a sense getting right down to the grassroots of the unem- 
ployment problem. You have anu opportunity there of seeing the destructive, 
corroding effects that prolonged unemployment has on the health and spirits 
and the morale of men and women, as well as the disintegration of those physi- 
cal community facilities which must be replaced or rehabilitated before eco- 
nomic health can be restored. But in order to find a sure and lasting solution 
to the problem of unemployment, even in these areas of greatest distress, we 
must attack it as a problem that is national in scope. We need special meas- 
ures, of course, to aid distressed areas, but above all we need national pro- 
grams directed to the goal of full production and full employment. 


We need a sense of urgency about full employment 


What we lack in the administration of this country’s affairs, and what we 
have lacked for the past 7 years, is a feeling of urgency about maintaining 
full production and full employment. There has been no action that reflects 
genuine appreciation of the fact that unemployment means waste and loss to 
our whole Nation. There has been no real recognition of the basic fact that 
to be strong and healthy and secure an economy must expand and grow dy- 
namically—not by just a little bit each year, but by the maximum amount that 
is possible within the framework of other national goals, such as increased time 
for leisure and enjoyment of the good things we create with our labors. 

The feeling of confidence in our ability to grow dynamically has been the 
hallmark of the American system. It was the feeling which inspired the Em- 
ployment Act of 1946, which placed upon the Federal Government “the re- 
sponsibility to use all the means at its disposal to promote maximum em- 
ployment, production, and purchasing power.” 

During the past 7 years we have departed far from those goals. Our na- 
tional administration has tried to persuade us that all was well as long as 
we made even a small amount of growth in a year, and has made excuses in the 
years when we made no growth at all, but slipped backward. In consqeuence, 
our economy has been allowed to stagnate and drift. Twice in the past 6 years 
ithas been racked by recession and serious unemployment. 

Of the three recessions we have suffered since World War II, each has been 
more severe than the one before it, and recovery each time has been slower and 
nore difficult. 

What is equally disturbing, the recent study on “Chronic Surplus Labor Areas” 
by the Bureau of Employment Security, already presented to this committee, 
suggests that the blight of chronic unemployment is creating ever more serious 
problems across this country, and affecting an increasing number of communities. 
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The reactionaries try to make us believe that these troubles are an inevitable 
characteristic of the operation of our economy—that they come about through 
the workings of some sort of immutable natural law of economics. I refuse to 
believe that. I believe that economic problems can be solved if we have the wil] 
to solve them. 


We have the physical means 


Our economy has the physical capacity to create all the goods and services we 
need for a far higher standard of living for all our people, as well as generous 
assistance to help those in other parts of the world to build up their own econ- 
omies. When our economy stagnates and fails to grow; when we have millions 
of men and women who are willing to work and anxious to work, but who are 
denied the opportunity to work; when we have idle factories, and industries 
operating at only a fraction of their capacity; and when at the same time we 
have millions of American families who are still not enjoying what we would 
consider an adequate standard of living; that is proof that we have not solved 
our social and economic problems. We have the physical means to produce 
what we need, and we have sufficient unsatisfied needs to keep all our people 
fully employed, but we have not solved the economic problem of organizing our 
affairs so that our capacities can be used to meet our needs. This is not a 
physical problem, it is entirely a human problem, and like all human problems 
it can be solved by human intelligence and persistence. 

I do not want to suggest that the solutions are necessarily easy to find or to 
apply. Often they are not. They are particularly difficult to apply when you 
have to fight against the economic backwardness of some men who claim to speak 
for business. For example, the spokesman for the U.S. Chamber of Commerce 
told this committee that unemployment could be “a positive economic good,” | 
and at the same time expressed his organization’s opposition to efforts to estab- 
lish more adequate Federal standards for unemployment compensation. The 
spokesman for the National Association of Manufacturers told you that his 
organization does not believe in using Federal funds to assist distressed areas 
of our country, or to assist small business—and indicated that all the Federal 
Government could or should do to promote full employment was to provide 
higher profits and lower taxes for business and to hamstring the unions. 

Neither do I suggest that we can ever have an economy in which there will 
be no problems—including problems of temporary unemployment. In a grow- 
ing, dynamic economy there will always be some industries which are growing 
and some which are declining—because of technological progress, changes in 
people’s tastes and needs, or for other reasons. There will always be prob- 
lems in localized areas resulting from such changes. As long as our tech- 
nology continues to advance and to build new machines to take over the burden 
of human effort, there will be problems of individual workers, or even perhaps 
large groups of workers, who may be displaced from their jobs as a result of 
such advance. 

There are, however, three goals toward which we can aim. In my opinion, 
they should be the basic goals of any national economic policy. 

The first goal is that of a full employment economy in which involuntary 
unemployment will be reduced to the minimum which is incidental to dynamic 
change and growth. 

Second, we must make it our specific concern to insure that alternative job 
opportunities are provided without undue delay to the victims of such unemploy- 
ment as does exist. 

Third, we must make it a matter of social policy that as long as a person is 
willing to work, neither he nor his family should be made to suffer severe eco- 
nomic hardship simply because the economy is not able to provide work for him. 

Of course, we are not going to achieve those goals overnight. The only way 
we will ever hope to reach them, however, is by starting now to move toward 
them as quickly as we are able. 

We have not been doing that in recent years. 

Our economy has been stagnating 

By whatever measure you choose to use, our economy during the past 6 years 
has been stagnating. 

In terms of production of goods and services, our economy between 1947 and 
1953 grew at the average of 4.6 percent a year. Between 1953 and 1958, that 


rate of growth was slowed down to an average of only 1.6 percent a year, only 
slightly better than a third as much as before, and less than a third of the rate 
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of growth we will have to achieve if we are to maintain our economic leadership 
over the Soviet Union. 

The year 1953, of course, marks the change from a Democratic to a Republican 
administration in Washington. I have chosen it with that fact in mind to mark 
also the change from one era to another in the history of our economy. What 
took place in Washington in 1953 was not merely a change of the political party 
in charge of the administration of our national affiirs; it was a change in the 
whole philosophy of how those affairs should be administered, a change in pro- 
grams and even a change in goals. The philosophy of building a stronger and 
healthier economy by doing everything possible to help the great majority of 
people improve their economic position was replaced by a philosophy of giving 
benefits and favors to the few at the top of the economic pyramid, and hoping 
that the good effects would trickle down to the rest of us below. The primary 
goals of full employment and full production, which had been established in 
the Employment Act of 1946, were replaced by the goal of trying to balance the 
Federal budget, whatever the cost to the Nation. 

The cost was heavy. Anda major share of that cost was borne by the working 
people of America, and their families, in the form of growing unemployment. 
We have had to bear an increasing burden of unemployment, not merely because 
of the increasing severity of cyclical recessions, but even in periods of so-called 
prosperity under the Eisenhower administration. 

In fact, there have been only 11 months since the present administration took 
ofice when unemployment, adjusted for seasonal factors, has been less than 
4percent of the labor force—and 10 of those 11 months were in 1953, when the 
economy was still benefiting from the policies of the Fair Deal. 

If 1953 is excluded, there have been 69 months since then, through September 
1959, in which the affairs of this country have been administered under Bisen- 
hower policies. If we compare the levels of unemployment in those 69 months 
with the last 69 months of the Truman administration, this is what we find: 


Number of months 


Percentage of labor force unemployed 


Truman | Eisenhower 





During the last 69 months of the Truman administration, unemployment 
adjusted for seasonal factors averaged 2.6 million. This figure represents more 
wwemployment than we should have had, partly because it includes the 1948-49 
recession. But in the last 69 months of the Eisenhower administration un- 
employment has averaged 3.4 million—an increase of 800,000 over the Truman 
average. 

I mentioned earlier that since the end of World War II we have had three 
recessions, each more severe than the one before it, and in each case with a 
slower and more difficult recovery. This is true whether measured by produc- 
tion, or by levels of unemployment. 

Using the periods determined by the National Bureau of Economic Research 
is indicating the peak before each recession, and the trough when each reces- 
‘ion hit bottom, we have measured the decline in total national output of 
sods and services (gross national product after adjustment for price changes) 
from the prerecession peak to the recession trough, and then the amount of 
teovery in the fourth calendar quarter following the trough. (For 1959 this 
carries us through the second quarter of the year, and does not include any 
eriod affected by the work stoppage in the steel industry. ) 

In the trough of the 1948-49 recession, total output was only 1.4 percent 
telow the prerecession peak. Four quarters later output had risen by 13.2 percent 
ftom the trough, and stood at a point 11.5 percent above the prerecession peak. 

In the 1953-54 recession, national output fell by 2.2 percent, and four quarters 
ifter the low point of the recession it had increased by 9.8 percent, to reach a 
level 7.4 percent higher than the prerecession peak. 
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In the trough of the 1957-58 recession, total output was 4.3 percent below 
the prerecession peak. Four quarters later it had increased by only 9.4 
percent, and was only 4.8 percent above the prerecession peak. 

The recovery of employment has lagged behind the recovery of production, 
For the employment data, a period 15 months after the recession trough, carries 
us in 1959 through to July last month before the effects of the steel strike 
were reflected to any significant extent in the employment data. The record 
tells us that 15 months after the trough of the 1948-49 recession there were 
still 3.7 percent of the labor force unemployed, after adjustment for seasonal 
factors. At a point 15 months after the trough of the 1953-54 recession, the 
unemployment level was 4.2 percent of the labor force. And 15 months after the 
1957-58 recession, it stood at a still higher level, 5.1 percent of the labor force. 

A similar comparison can be made in terms of the number of labor market 
areas suffering substantial unemployment. In this case a direct comparison with 
1948-49 cannot be made because the method of classification was different. 
However, the data show that 15 months after the trough of the 1953-54 reces- 
sion there were 19 major and 74 minor labor market areas with unemployment of 
6 percent or more, while 15 months after the trough of the 1957-58 recession 
there were 46 major and 143 minor labor market areas with unemployment of 
6 percent or more. 


More long-term unemployment in 1957-58 


Unemployment was more severe in 1957-58 than in the previous postwar reces- 
sions, not only in the number of persons unemployed, but in the number suffering 
from long-term unemployment. This was partly due to the higher levels of unem- 
ployment even before the recession began. 

In August 1957, before the most recent recession began, there were already 
470,000 workers still jobless who had been unemployed for 15 or more weeks. 
By April 1958, the number had grown to 1.9 million. For 1958 as a whole there 
were on the average, at any one time, 1.5 million workers who had been unen- 
ployed for 15 or more consecutive weeks. In 1949 the average figure for such 
long-term unemployment was 0.7 million, and in 1954 it was 0.8 million. The 15 
million average for 1958 was higher even than the 1949 and 1954 peaks of 1.2 and 
1.1 million, respectively. 

Even a year after the bottom of the 1957-58 recession, in April 1959, there 
were still 1.4 million workers who had been unemployed 15 or more weeks— 
more than in the depths of either of the two previous recessions. 

In the 1948-49 and 1953-54 recessions, at no time were there more than about 
500,000 workers unemployed who had been without jobs for as long as 26 weeks— 
a full half year. In August 1958 there were 972,000 workers who had been 
unemployed 26 weeks or longer, and as late as April 1959 they still numbered 
over 700,000. 

The method of determining long-term unemployment used in collecting the 
above data tends to understate the full extent of persistent unemployment, since 
it includes only workers who are continuously unemployed for the full term. 
Even casual or odd-job employment would exclude a worker from the group. 
Thus in 1958 there were 2.3 million workers who each suffered a continuous 
period of unemployment of 15 weeks or longer, but there were an additional 2.7 
million workers who had 15 or more weeks of unemployment broken up into 2 or 
more periods, to give a total of 5 million different workers who were unemployed 
for 15 weeks or longer during the course of the year. 


Twenty-fwe percent of families affected 


A nationwide survey conducted by the survey research center of the University 
of Michigan, using a different method and a different sample over a slightly 
different period, found that in the 12 months ending October 1958 an estimated 
13 million people experienced some period of unemployment, with an average 
duration of 18 weeks during the 12-month period. In 18 percent of families one 
or more members suffered some unemployment, while workers in an additional 
7 percent of families suffered short workweeks. Thus, in that 12-month period, 
one American family in every four suffered some loss of income due to unemploy- 
ment or underemployment. 

About 36 percent of the workers who were unemployed received no unemploy- 
ment insurance benefits, either due to lack of coverage or, in short periods of 
unemployment, because they did not become eligible or did not apply. 

After taking unemployment insurance benefits into account, about half the 
families in which the family head was unemployed at some time during the 
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year reported an income loss of $900 or less, and about half an income loss over 
$900. About 18 percent reported a net income loss of $2,000 or more. 

To adjust to these income losses the families (in order of frequency of the 
measures used) spent their savings, cut down on their buying, got help from rela- 
tives, piled up bills, and borrowed money. 


Unemployment insurance programs show their inadequacy 


The survey showed the inadequacy of unemployment insurance benefits in 
amount, coverage, and duration to meet a severe economic recession such as 
that of 1957-58. 

Unemployment insurance benefits in October 1958 averaged $30.45 per week, 
equivalent to about 37 percent of the average weekly wage of all workers 
covered by unemployment insurance. Since unemployment was most severe in 
the higher paying durable goods industries, it seems likely that benefits were 
an even lower percentage of the previous wages of those actually unemployed. 
In view of the fact that over one-third of the unemployed received no benefits at 
all, and that many others exhausted their benefits, the survey estimated that 
unemployment insurance replaced only about 20 to 25 percent of the wage loss 
incurred by unemployed persons during the recession. This may well be a 
high rather than a low estimate. 

Over 2.2 million persons were still out of work after they had exhausted their 
unemployment insurance benefits during the 10 months ending October 31, 1958. 
The average worker who exhausted his benefits had drawn payments for only 
about 21 weeks, despite the provision of temporary Federal or State extensions 
of the benefit periods after regular State benefits were exhausted. This under- 
lines the shameful inadequacy of duration provided under most State systems. 

The survey found also that the State systems had sufficient funds to have 
paid out a more adequate level of benefits for a longer duration. During the 
12 months ending October 31, 1958, State systems paid out about $3.5 billion 
in benefits, but at the end of that period they still had reserves totaling $7 
billion. If unemployment insurance benefits had been paid at the rate of 50 
percent of average wages instead of 37 percent, if coverage had been broadened 
and the maximum duration of benefits had been 39-weeks in all States for the 
entire period of the recession, the survey estimates that about $1.5 billion to 
$2 billion additional would have been paid to unemployed workers. 

This would still have left reserves of $5 billion to $5.5 billion in the State 
funds; far fewer workers would have been left to face continuing unemploy- 
ment without benefits; an immeasurable amount of human suffering and despair 
would have been avoided, and the addition of another $1.5 billion to $2 billion 
to the stream of spending would have helped to speed economic recovery. 

It should also be noted that while several States, possibly reacting to the 
mounting pressure for Federal standards, have moved in the past year to 
increase maximum weekly benefit amounts and maximum duration of benefits, 
there have been some in which the progress is more apparent than real, because 
they have taken backward steps at the same time, particularly in tightening up 
eligibility requirements and the method of computing benefits. 

Oklahoma, for example, increased its maximum weekly benefit amount from 
$28 to $32, and its maximum duration from 26 weeks to 39 weeks. But it also 
increased the minimum amount of earnings required to qualify for benefits from 
$200 to $300, and changed the computation of the weekly benefit amount from 
one-twentieth of the amount of wages earned in the high quarter to one twenty- 
sixth of the amount of wages in the high quarter—in effect, a reduction in benefits 
of 23 percent for workers entitled to less than the maximum. As a result the 
State Bureau of Employment Security has announced that this would mean a 
benefit reduction for about 40 percent of the workers by amounts ranging from 
$1 to $7 per week. 

Other States have taken similar backward steps. At least six have tightened 
up their eligibility requirements in the past year by requiring higher earnings 
or more weeks of employment in the base period to qualify for even minimum 
benefits. The effect is to penalize the unemployed worker twice—once by the in- 
adequacy of benefits when he is unemployed, and again by making it more dif- 
ficult for him to qualify for benefits if he should be unemployed again the 
following year. 


Financial cost of unemployment 


Apart from the human suffering it causes, which is immeasurable, the re- 
cession cost us heavily in goods and services which could have been produced, 
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which would have improved our living standards, helped overcome our tragic 

deficits in education, housing, and health, and enabled us to contribute more to 

o a of other nations if we had maintained full employment and full pro- 
uction. 

During 1958, for example, our steel industry on the average operated at only 
60.6 percent of capacity. 

The automobile industry, on the basis of an estimated productive capacity in 
the neighborhood of 10 million passenger cars a year, operated in 1958 at about 
40 percent of capacity. 

At the low point of the recession, in the second quarter of 1958, our total 
output of goods and services (gross national product) at annual rate was re- 
duced to what it had been in the first half of 1955—although our population | 
was 6.5 million greater and our labor force had increased by approximately 3 
million. 

The total value of national output, adjusted for price changes, was $10.3 
billion less in 1958 than in 1957. This, however, tells only part of what the 
recession cost us. 

A healthy economy must be a growing dynamic economy. The total volume 
of goods and services which our economy could have produced in 1958 if it had 
been in a healthy, dynamic condition cannot be fully determined simply by 
applying a desirable growth rate to the 1957 level of production, because output 
in 1957 had been reduced by prior years of stagnation and lagging growth, and 
the recession was already well underway before the end of 1957. 

Using this most conservative estimate, however, if we had managed to achieve 
only a 5-percent increase in production between 1957 and 1958, our national out- 
put would have been worth about $475 billion instead of the $442 billion we 
actually produced. 

Thus, a very conservative estimate of what the recession cost us in imme- 
diate loss of production is $33 billion, or about $600 for every family in the 
United States. 

J. K. Galbraith, the economist who wrote “The Affluent Society,” emphasizes 
the cost of unemployment by comparing it with some other social losses about 
which a great fuss is often made. He writes: 

“The major threat to production in our day is not, as the more nostalgic 
exponents of the conventional wisdom still so fondly imagine, the lazy and ma- 
lingering workman or the unenterprising boss. These wastrels unquestionably 
exist. Payments designed to bridge periods of involuntary unemployment do 
provide modestly for some wholly voluntary idleness in Florida. We have 
featherbedding unions and goldbricking workmen and slothful supernumer- 
aries everywhere. Indeed it is possible that the ancient art of evading work 
has been carried in our time to its highest level of sophistication, not to say 
elegance. One should not suppose that it is an accomplishment of any par- 
ticular class, occupation, or profession. Apart from the universities where its 
practice has the standing of a scholarly rite, the art of genteel and elaborately 
concealed idleness may well reach its highest development in the upper executive 
reaches of the modern corporation. 

“What is certain, however, is that the loss of production from this conventional 
and cherished shirking is small as compared with what can be lost from the 
involuntary idleness of workers and the far more ruthless frustration of entre- 
preneurial initiative as the result of depression. For the same reason the 
potential gain in production from eliminating such involuntary idleness, and 
from widening entrepreneurial opportunity by expanding markets, is far greater 
than anything that could be hoped for from the most sweeping strengthening of 
individual incentives resulting in the most radical increase in the willingness of 
individuals to work or expend executive energy. 

“Between 1929 and 1932 the gross national product, roughly the total produc 
tion of the Nation, expressed in constant (1950) dollars, dropped by $44 billions 
from $157.8 to $113.6 billion. No diminution in the energy or initiative of work- 
men or their employers could have an effect comparable with this massive 
increase in forced idleness by individuals who would have much preferred tog; 
work. (Between 1929 and 1932 unemployment increased from 1.55 million to 
12.1 million; nonagricultural employment decreased from 35.1 million to 285) 
million.) This was a demonstration of historic magnitude of the inefficiency of 
depression. But there have been more modest, if still striking, demonstrations it 
more recent times. In late 1953 and 1954 there was a mild depression and it 
the latter year output was slightly below the previous year—$360.5 billion 29 
compared with $364.5 billion. Prices were the same. Unemployment increased 
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from 1.6 million in 1953 to 3.2 million in 1954. If instead of this slight decline 
there had been the commonplace increase of immediately preceding years, and 
which the labor force could have sustained, production would have been about 
§20 billion greater. That was equal to nearly a third of the current outlays of 
the Federal Government and approached the total of all State and local outlays.” 


Unemployment problems are interrelated 


I have discussed the problem of unemployment as a national problem, because 
I believe that is what it primarily is. However, I think we must recognize that 
we have what are really two interrelated problems—or perhaps two facets of the 
same problem. We have the need for national programs to restore and maintain 
} full employment nationwide. We also have the areas of chronic severe unem- 
ployment, many of them with special problems which have led to that condition, 
many with additional problems which have grown out of the period of unemploy- 
ment and economic decline. 

As I said earlier, the most important measure even for relief of the areas of 
chronic unemployment, a measure without which all others are bound to fail, 
is to make full employment and full production once again national goals for 
our entire economy. Only in a general climate of full employment can any special 
remedial measures for the most sorely afflicted areas be fully effective. 




















































































































by At the same time, the Nation as a whole cannot be restored to full economic 
ut § health until we have succeeded in curing the festering sores of industrial blight 
ind § and chronic unemployment. Even localized unemployment means that the af- 
fected workers have been denied the opportunity of making their contribution to 
eve § our national wealth, and by that much our production has been reduced. What 
ut is even more important to the rest of the Nation, the reduced purchasing power 
We § and depressed living standards of chronically unemployed workers mean that 
much less demand for the products of consumers’ goods industries, which in 
me- | many cases will not be located in those areas at all. Chronic unemployment in 
the Charleston, Altoona, Detroit, or Evansville means also less business and less 
; employment for the workers in the garment industry of New York or the pack- 
ZS § inghouses of Chicago. At the same time, reduced production in the blighted 
out § areas means less demand for raw materials, parts, and components that flourish- 
. § ing industries in those areas would be bringing in from other parts of the country. 
lgic } Tn short, we need a national program designed to improve the whole climate of 
ma- } employment, and we need specific measures designed to rectify the special ail- 
ably ments of the areas of chronic unemployment. Only by aiming at both goals can 
 d0 f we hope to achieve either of them. 
ave =6The problems of the areas of chronic unemployment are underscored by the 
net: § fact that the recession hit these areas more than twice as severely as it did the 
ork rest of the country. These, by the Bureau of Employment Security criteria, are 
S89 B areas that have been suffering from serious unemployment for a long time— 
— many of them for 8 years, all for at least 4 out of the last 5 years. They had 
e its B siready had their recession. One might think that they had hit rockbottom, 
itely that a general recession could hardly make matters worse. Just the opposite 
itive B was true. Of the 17 major centers, 12 had a larger proportionate decline in em- 
ployment between May 1957 and May 1958 than the Nation as a while. In the 
onal § whole 17 as a group, one job in every 10 which existed in May 1957 had disap- 
1 the peared by May 1958—a decline almost 214 times as great as the national average. 
ntre# at a time when reemployment throughout the economy has lagged behind 
= some of the other signs of economic recovery, notably production and profits, it 
ane # has lagged much further behind in the areas of chronic difficulty. Between May 
— 1958 and May 1959, according to the BES survey, the Nation recovered 93 per- 
ng of cent of the recession job losses. (That figure is somewhat misleading, because 
SS "BR of course this does not provide the additional jobs needed for the million or so 
otae workers added to the labor force.) However, compared with the 93-percent 
tions national figure, the 70 combined major and minor areas of chronic unemployment 
k regained only 31 percent of their job loss. 
“7 The committee has already heard considerable discussion and analysis of the 
ro BES survey of chronic labor surplus areas in earlier hearings. Instead of prob- 
red ph ing further into the characteristics and problems of these areas as a group, I 
anond should like to tell you something of the special problems of the one with which 
2 af Iam most familiar—the city of Detroit, and with it the whole State of Michigan, 
oo in whose economy is profoundly affected by whatever happens to Detroit. 
ind inf’ Unemployment in Michigan 
ion 4% Perhaps more than any other State in the Nation, Michigan is captive to eco- 
reaselB nomic forces which are essentially national in character. The nature and effects 





of these forces are detailed below. 
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Because the State must rely heavily on a vigorous and expanding national 
economy for its own well-being, an economic slowdown has an effect on Michigan 
far more serious in its economic and social consequences than would obtain in 
virtually any other State in the Nation. 

In recent years, as the data listed earlier in this statement indicate, the na- 
tional economy has been lagging badly and the negative forces which are produc- 
tive of such stagnation have converged on Michigan with particular ferocity. 
The unfortunate result has been that the working people of Michigan have been 
forced to pay a disproportionately heavy share of the costs of our lethargic 
economy, through recurring periods of unemployment or part-time work. 

To begin with, the vagaries of the national automobile market have a profound 
effect on employment and production in Michigan since auto production is heavily 
concentrated in this State. 

The increasing prosperity of other sections of the country—sections which have 
until now lagged behind the industrial north in terms of personal income of their 
residents—has meant problems to Michigan as this State’s industries have de 
centralized their operations and expanded their facilities in these areas to ac- 
comodate new and growing markets. 

There is the additional movement of industry, particularly the auto industry, 
to locate new production facilities close to the sources of materials. 

The march of technology has permanently displaced thousands of workers and 
brought into sharp relief the urgent need for a comprehensive evaluation of the 
national implications of automation and other highly improved methods of pro- 
duction. 

In Michigan as in other States, although to a-lesser degree in most, we have 
also witnessesd the demise of a number of so-called small firms, companies of the 
size of Hudson and Packard, whose inability to compete with larger producers 
has caused them to go out of business. In addition, many firms, smaller in size 
than either Hudson or Packard, have gone under as the major automobile com- 
panies have begun the manufacture under their own roofs of parts which they 
had formerly purchased from outside supliers. Both of these developments— 
the inability of small auto companies to withstand the competition of the Big 
Three and the integration of supplier corporations’ operations by the major car 
makers, have meant the permanent loss of jobs to thousands of Michigan workers. 

Other factors which have contributed to Michigan’s unemployment plight are 
(a) the greater than average fluctuations that occur in durable goods industries, 
particularly during times of recession; (b) the decline in production in the auto 
industry from peak levels in 1955; and (c) the changing character of our defense 
needs. ; 

Each of these factors has had a bearing on Michigan employment. Combined 
with the recession of 1958, a recession whose effects are still felt in Michigan, 
the total effect, particularly on working people in this State, has been devastating. 


Decentralization and its effect on employment 


A major cause of the high levels of unemployment in Michigan in recent years 
has been the rapid geographical decentralization of the automobile industry. 
What has happened in autos has, of course, occurred in other industries as 
well—notably textiles, rubber and steel. 

Decentralization of the car assembly plants for the highest volume models com- 
menced prior to 1940. The trend was sharply accentuated in the immediate post- 
war years in both high- and medium-volume car assembly plants and has con- 
tinued up to the present. In the automobile industry, we have seen first General 
Motors, then Ford, now Chrysler, build new and modern plants at sites located 
close to new markets for automobiles and, later, nearer to the sources of ma- 
terials that are used in the manufacture of the car. 

It has long been the policy of industry, particularly the auto industry, to “follow 
the markets.” Led by General Motors Corp., which first recognized the desir- 
ability from a profit standpoint of assembling automobiles close to the potential 
customer, and followed shortly thereafter by the Ford Motor Co. and still later 
by Chrysler Corp., the big three have spread-eagled the United States with new 
production facilities. 

New plants have been constructed in areas that as recently as 20 years ago 
would not have justified such an investment, since the market was not of a siz 
sufficient to make such ‘an undertaking as profitable as the Big Three expect 
their undertakings to be. With the population explosion and the constantly ris- 
ing income levels in every section of the Nation in recent years, however, the 
new markets for cars have materialized. 
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The extent of the growth in markets for automobiles is indicated in the increase 

in new car registration totals in each geographic area of the Nation: 
Percent change 
in new car 
registration, 
Region 1948-57 

North Central, New England, Middle Atlantic 
RN ROR RID CRON: 52 creel ein ec cc eRS ee hou benetatameenainns +95 
RO RN ee A ee eis inaieen anche amesimnncp mines +90 
Mountain States 
Pacific States 


Additional factors that bear on the decentralization of the auto industry in- 
volve the effort to locate new plants near the source of materials used in the auto- 
mobiles. The basing point decision of the U.S. Supreme Court contributed to 
this trend. It created a powerful incentive to locate new Big Three stamping 
plants in or near steel-producing centers. 

With the growing use of aluminum in motor vehicle production, both Ford and 
General Motors have constructed new facilities in recent years close to alumi- 
num-producing plants. Ford Motor Co. has opened an aluminum castings plant at 
Lister Hill, Ala., and General Motors recently began operation of a new facility 
at Massena, N.Y. In both instances, the new faciilties were located near Reyn- 
olds Aluminum Co. installations the sites for which, in turn, were selected on the 
basis of the availability of low-cost electric power. 


The march of technology 


Another significant factor behind Michigan’s unemployment is the onrush of 
technology. More and more we are witnessing the often frightening results of 
the widespread introduction of increasingly efficient methods of production with- 
out the leavening influence of moral or social responsibility. 

Many thousands of Michigan workers have been relegated to the ranks of the 
technologically unemployed. They and thousands more like them are paying, and, 
unless steps are taken to relieve their plight, will continue to bear an unfair and 
heavily disproportionate share of the costs of industrial progress. 

One example of the devastating effects of automation is found in the produc- 
tion and employment figures in the automobile industry in 1947 and 1957 as pub- 
lished by the Automobile Manufacturers Association on January 5, 1958. In 
1947, the industry turned out 4,797,621 autos and trucks. Ten years later, the 
industry produced 7,220,000 such vehicles, an increase of 50.5 percent. Yet in 
that period, according to the AMA, production worker employment increased by 
a scant one-half of 1 percent. Revised data from the Bureau of Labor Statis- 
ties, in fact, indicate that production worker employment actually decreased by 
18,700—a drop of 2.9 percent. Although there are qualifying factors on the other 
side, it must be remembered that the 1957 automobile was a far more complex 
machine than the 1947 product. 

To take a more recent period, Ford Motor Co. produced only 5.9 percent fewer 
cars and trucks in the first half of this year than in the first half of 1957, but 
with 18.3 percent fewer employees. 

What has happened in autos has occurred elsewhere. The steel industry, for 
example, employed 47,800 fewer workers in the first 6 months of 1959 than in the 
first 6 months of 1956, but the industry shipped 1.3 million tons more steel. 

For manufacturing as a whole, the tremendous increase in labor productivity 
made possible by our developing technology was reflected in a survey published 
in the Wall Street Journal on October 13, 1958, in which the comparative em- 
a age in manufacturing industry in 1948 and in September 1958 was set 
orth. 

The Journal pointed out that employment in manufacturing in 1948 was 12.7 
million and in September 1958 was 11.9 million. Yet despite this 800,000 reduc- 
tion in employment, production in manufacturing in this 10-year period in- 
creased 35 percent. 

The UAW does not oppose the introduction of more efficient technology. We 
do insist, however, that a modicum of social responsibility be exercised in its 
introduction and use since the workers displaced thereby are bearing almost the 
total burden of progress. We in the UAW do not believe it necessary that such 
a price be exacted in order for our production facilities to be made increasingly 
more efficient. 


47557 O—60—pt. 3——_16 
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Since the gains of automation and our advancing technology are shared by all 
groups, it is not unreasonable to insist that the costs of making our productive 
facilities more efficient be shared equitably by all. 

In part this sharing can be accomplished by governmental programs designed 
to speed reemployment and to ease hardships for technologically displaced workers 
and their families. 


Job loss resulting from inability of small business to compete 


The trend toward bigness, particularly in the automobile industry, has been 
accentuated in the years since the end of World War II. Maultibillion-dollar 
corporations with worldwide production and sales facilities have proved too 
powerful for smaller firms, some of which had been competitors for years with 
the Big Three. The inability of these smaller concerns, such as Kaiser-Frazer, 
Hudson and Packard, to make improvements in their technology sufficient to make 
their plants comparable to the modern production facilities in use by the Big 
Three; their lack of a sufficient number of dealers and service centers; their in- 
ability to produce autos and trucks in sufficient quantity to achieve competitive 
unit costs—all of these factors played a part in the elimination of many smaller 
companies from the industry in recent years. 

The demise of these firms meant unemployment not only for their own workers 
but, in addition, for many of those who worked for even smaller supplier com- 
panies that sold to the defunct firms. 

An additional consideration involves those supplier companies that formerly 
had as customers the Big Three automakers, and whose function as suppliers 
was absorbed by the three major manufacturers. This absorption, known as 
integration, resulted primarily from the ability of the large corporation, by rea- 
son of its financial resources, to purchase equipment that made it possible to 
turn out the product at a lower cost than the purchase price charged by the 
supplier. 

Such developments have a depressing effect on employment since the integrated 
operation, owned by a Big Three firm. is far more efficiént than the independent 
supplier whose functions it has absorbed. Quite simply, fewer workers are now 
employed in these operations than were formerly at work for the smaller con- 
cerns. 

In an analysis of the Michigan economy published recently, the Michigan Em- 
ployment Security Commission said : 

“Overall, probably 75,000 jobs or more were eliminated as the result of these 
transfers and outright elimination of operations in the Detroit area and else 
where in Michigan.” 


Defense employment 


The changing character of our defense needs—particularly the shift from 
wheeled vehicles to aircraft, missiles and electronics equipment, has cost the 
State of Michigan dearly in terms of worker displacement. 

The Michigan Economic Record, a monthly publication of the Bureau of 
Business and Economic Research, Michigan State University, stated in its issue 
of February 1959: 

“A second generalization that is useful, but by itself incomplete, is that the 
deterioration of the employment situation in Michigan can be attributed to the 
military procurement policies of the U.S. Department of Defense. In fiscal 1953, 
defense expenditures for major procurement totaled $17 billion. About 43 per- 
cent of the total spending was on aircraft, 7 percent on ships, and 50 percent 
on all other items, including tanks, ordnance, and so forth. Comparable esti- 
mates for fiscal 1959 are a total of less than $14 billion, composed of 50 percent 
aircraft, 24 percent missiles, 9 percent ships, and 16 percent other items. 

“It is impossible to estimate what proportions of these military exepnditures 
have gone or are going to Michigan. The production of aircraft, missiles, and 
ships, however, is not of major importance in Michigan, so that its share of de- 
fense procurement has been a much smaller proportion of a declining total. The 
change in procurement policy has certainly had a depressing effect upon the 
State’s economy.” 

The Korean war, with its heavy demands on Michigan firms, was accompanied 
by an increase in jobs in the State of almost 200,000 between 1952 and 1953. 
Total nonfarm employment rose from an average of 2,499,000 in 1952 to 2,694,000 
in 1953. 

The end of the Korean war, which brought a reduction in outlays for military 
purposes, and the 1954 recession, resulted, in combination, in a drop in nonfarm 
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employment of 138,000 to an average of 2,556,000. Unemployment jumped to 
208,000 or 7.1 percent of the labor force. 

The boom in the auto industry in 1955 absorbed 50,000 workers in motor vehi- 
cle and equipment plants alone, while an additional 40,000 were hired by other 
Michigan companies. During 1955, unemployment in the State averaged 108,000 
or 3.7 percent of the labor force. 

When the auto industry in 1956 returned to an output of less than 6 million 
cars (5.8 million) as against the 7.9 million produced in 1955, an average of 
63,000 fewer workers was employed by the industry in Michigan. 

In short, the impact of the drop in defense jobs plus the recession was felt in 
1954 but partially mitigated by the 1955 boom year. 

By 1956, however, unemployment was up to 190,000; in 1957 to 199,000, and with 
the 1958 recession, averaged a staggering 406,000. 

In September of this year, it was estimated, based on Michigan Employment 
Security Commission reports, that approximately 40,000 workers were em- 
ployed in defense jobs. In March of 1953, MESC had reported nearly 220,000 
were at work in defense jobs. This factor alone accounted for a loss of 180,000 
Michigan jobs. 

During the period of the Korean war, or from June of 1950 to June of 1953, 
Michigan firms received 9.5 percent or $9 billion of the $95 billion awarded to all 
firms for defense work. During the 18 months following the end of the Korean 
conflict, however, Michigan companies had cancellations greater than awards in 
the amount of $327 million. More recently, or for the period January 1955—March 
1959, Michigan concerns received only 3 percent or $1.9 billion of total defense 
awards of $63.3 billion. 

The much-heralded program to place military supply contracts in areas of 
substantial labor surplus had done virtually nothing to alleviate the conditions 
brought about by the shift in types of military hardware. 

From July 1, 1958, through June 30, 1959, a total of $96.4 million in military 
supply contracts was placed in labor surplus areas as a result of preference. The 
total amount of military supply contracts placed in this period was $23.9 billion. 
In short, four-tenths of 1 percent of the total amount of all defense contracts was 
placed in distressed areas as a result of preference. Of the amount placed on the 
basis of preference, only $6.8 million or 7 percent was placed in Michigan. 

The number of jobs created by such contract diversion into Michigan is in- 
finitesimal. If we assume that roughly one-quarter of the value of the contracts 
is used for direct wages and that the earnings of the workers employed on such 
contracts average about $5,000 per year, the net gain in employment would be 340 
jobs for the entire State of Michigan. 

Thus, the results of such preferential treatment are so tiny as to be meaning- 
less when one compares the impact of the program in the State of Michigan with 
unemployment totals which averaged 355,000 workers during the July 1, 1958- 
June 30, 1959, period. 


Concentration of durable goods industries in Michigan 


Another reason that Michigan has suffered, on the average, to a greater degree 
than the Nation as a whole in recent years, particularly during periods of reces- 
sion, is the concentration of heavy manufacturing or durable goods industries in 
the State. 

Manufacturing employment tends to fluctuate more widely than does non- 
manufacturing employment. In addition, employment in durable goods manu- 
facturing—such as machinery and automobiles—fluctuates even more violently 
than is true of other manufacturing employment. Thus, since Michigan has a 
greater percentage (82 percent) of its manufacturing in durable goods than 
any other State in the Nation, the valleys of unemployment have been deeper 
and more difficult to climb out of than in other States. 


The recession and its lingering effects 


While we are told that the 1958 recession has ended and we are once again on 
the high road of prosperity, the State of Michigan continues to suffer from the 
recession’s effects. 

Although, as is pointed out earlier in this statement, employment nationally, 
between May 1958 and May 1959, has recovered 93 percent of its prerecession 
level, employment in chronically distressed areas has recovered only 31 percent 
of the job loss. In Detroit, 178,000 jobs disappeared between May 1957 and 
May 1958, and only 47,700, or 26.8 percent of them, had been regained by May 
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1959. In that month, over a year after the lowest point of the recession, 140,000 
were still idle. This represented 9.8 percent of the labor force. 

It is important to emphasize that the recession was not the root cause of 
Michigan’s current problems but rather served as an additional factor which ac- 
centuated and aggravated problems that have confronted the people of this 
State for many years. 


The population explosion in Michigan 

Since 1940, Michigan has been growing far more rapidly than almost any other 
State. Dr. Wolfgang F. Stolper of the University of Michigan cites Census 
Bureau data to show that, while the Nation’s population was increasing by 
14.6 percent between 1940 and 1950, the increase in Michigan was 20.7 percent. 

In the more recent period of 1950-56, the population of the country as a whole 
expanded by 10.6 percent while in Michigan the comparable increase was 14.2 
percent. 

An important factor in Michigan’s rapid population growth has been the in- 
nigration of citizens from other States. For the period April 1950 to July 
1956, a total of 484,000 persons moved to Michigan. Only Florida and Cali- 
fornia experienced a greater inmigration. 

During the period July 1, 1955-July 1, 1956, Michigan gained 114,000 through 
inmigration, with 26,000 of these coming to the State from Ohio. As Dr. Stolper 
points out: 

“It is probable that the population increase has at present gone further than 
it should, and that the South and rural areas have exported some of their un- 
employment to Michigan. This may or may not be desirable from the standpoint 
of the United States as a whole, but it is of dubious benefit to Michigan at 
present.” 

Aside from the obvious advantages Michigan has to offer workers from other 
areas of the Nation, it must be pointed out that a good many workers who 
migrated to this State would never have come if they had not been lured by 
the huckstering efforts of the Big Three. In periods when defense employment 
was good and auto sales, production, and employment were at high levels, the 
major carmakers engaged in aggressive recruiting programs, particularly in the 
South. 

Agents for the Big Three offered these workers—many of them unemployed 
and the rest working at wages and under conditions far less desirable than those 
prevailing in Michigan—steady jobs in auto plants. 

The UAW and other groups protested vigorously against the recruiting cam- 
paigns, pointing out that most of these workers could look for, at best, only 
short-term employment, despite the rosy promises of the Big Three. It was 
pointed out that to uproot such workers from their homes and bring them 
hundreds of miles on the false promise that they would have steady jobs was 
not only immoral, insofar as the treatment of the workers and their families 
was involved, but that such recruiting placed a tremendous financial responsi- 
bility on the Michigan communities which would be forced to subsidize the Big 
Three’s irresponsibility through higher welfare costs. 

Despite the protests, however, the Big Three continued to recruit workers 
from other sections of the country long after it had become apparent that boom 
employment levels would not be sustained and that unemployment would be the 
lot of those who came to Michigan in search of steady work. 


The vitality of the Michigan economy 


While the picture of employment in the State is not a pleasant one, it should 
be noted that, everything considered, Michigan has done a remarkable job in 
working toward the solution of its many problems. This is a particularly 
difficult task in view of the fact that most, if not all, of the problems confronting 
this State are not of Michigan’s making, but rather are the direct result of 
national economic trends and policies. 

That Michigan, burdened as it has been with the heavy costs of the many 
factors set forth here—the recession, automation, decentralization, and the 
rest—has done so well is a significant commentary on the vitality and dynamism 
of the Michigan economy. 

What is clearly needed, however, is the effectuation of national policies that 
will make for solution of the problems faced by Michigan and other States 
similarly affected by national economic forces over which they have no control. 
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The “favorable business climate” fraud 


Michigan has another problem whose solution will require a massive anti- 
pollution campaign to clear the air of the poisonous and politically m tivated 
propaganda spread by the most reactionary forces in this State and in the 
Nation under the guise of creating what is loosely labeled a “favorable business 
climate.” While this “climate” hoax is nationwide in its dimensions, its most 
savage and reckless manifestations have been evident in Michigan. 

The purpose of the campaign in Michigan and in other States is obvious— 
the enactment of all progressive social and economic legislation in the several 
States by threatening each of them that industry will move elsewhere if their 
legislatures refuse to submit to the demands of Big Business. 

The ideological strawboss of the drive is the General Electric Co., whose execu- 
tives have been holding forth against such “evils” as business taxes, personal 
income taxes, workmen’s compensation, unemployment compensation, and any 
other legislation that may require some financial contribution from corporations 
or their officers. Among the important spear carriers in this safari into the dark 
ages are the National Association of Manufacturers and the U.S. Chamber of 
Commerce. 

The “climate” campaign is the cover under which the most predatory forces in 
America are mounting their assault on social progress. It is abundantly clear 
from the statements and activities of the Nation’s giant industries that the cam- 
paign is designed to terrorize the American citizen into voting for the policies 
advocated by the most selfish industrial forces in the fear that failure to do so 
will mean mass unemployment or the abandonment of communities and States 
by industry. 

It is literally true that this committee could gather thousands of pieces of evi- 
dence of this campaign, so widespread are its manifestations. I would like to 
mention just a few at this point. 

On September 26, 1959, one W. S. Ginn, vice president of General Electric, told 
the Associated Industries of New York State, Inc., according to the New York 
Times, that New York was losing some of its topflight managerial and technical 
brainpower because of the State’s “high personal income taxes.” 

In his address, Mr. Ginn said unemployment insurance costs General Electric 
less in New York than in New Jersey, Pennsylvania, Michigan, and Connecticut, 
but the cost in New York was— 

“* * * 12 times higher than it would have been in Virginia, nearly 2144 times 
higher than in Indiana or Illinois, 50 percent higher than Ohio, 70 percent higher 
than California, 9 percent higher than Massachusetts, and 20 percent higher than 
Wisconsin. 

“If businessmen and their employees in New York State can face up to the job 
of finding new ways to meet competition by increasing effectiveness, reducing 
costs, and eliminating old methods and unneeded work, if we are ready to accept 
and report the bad news along with the good, and to act as effectively as we can 
to keep New York jobs from disappearing to other States and to Europe and 
Japan, then the Government officials elected to serve the State and its communi- 
ties must develop the same philosophy and make the same effort to reduce costs.” 

All Mr. Ginn wants, of course, is lower taxes on business, lowered benefits for 
workers, and reduced wages—all of which would have the effect of swelling the 
already overblown profits of GE and other giant corporations. 

Another example of the “climate” campaign in action can be found in the 
pages of Steel magazine in the issue of May 4, 1959. In a column entitled “‘The 
Editor’s View,” we find a headline “Massachusetts on the Rocks.” Irvin Such, 
the author of the column says, among other things: 

““The popular drink in Massachusetts will be Massachusetts-on-the-rocks— 
that is, unless business, labor, and Government get together to create a better 
climate for business, and thus more jobs.’ 

“That provocative statement was made by Robert G. Welch, executive vice 
president of the American Steel Warehouse Association. It keynoted a panel 
presentation before industrial leaders at Boston which was sponsored by 
ASWA’s New England chapter. 

“The chapter is concerned because many old firms have moved away or have 
— out of business, and the area is not attracting new businesses in sufficient 
volume. 

“Massachusetts (with 28 of New England’s 33 steel service centers) re- 
putedly has a poor business climate because of the high cost of unemployment 
and workmen’s compensation, an ever-mounting bill for public services, high 
State and local taxes, and an excessively high debt.” 
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The fraudulent nature of this campaign is laid bare by a “news” item from 
Steel magazine, issue of March 30, 1959. This item states: 

“California manufacturers charge that business is being taxed out of the State. 
Costs of doing business there are rising out of proportion to those in other in- 
dustrial States, says the California Manufacturers Association. The four major 
problem areas cited by the CMA are high State levies, transportation costs, 
wages, and local taxes.” 

This last item is particularly significant since the State of California is the 
fastest growing industrial State in the Nation; has benefited more than any 
other State from the inmigration of new industries; has been widely pictured 
as the “ideal” place to do business, because of climate (meteorological, not tax), 
highly organized services, a fine public school system, and a host of other reasons. 
One would think that at least California businessmen, of all businessmen, would 
be satisfied. But, from comments made by officials of CMA, one must assume 
they are not only not satisfied, they are up in arms over the ‘“‘business climate” 
of the State. 


Chrysler follows the market 


As a striking example of the duplicity involved in this smear campaign, con- 
sider the case of the Chrysler Corp.’s installation in Evansville, Ind., in which 
the company has now closed down operations permanently. Chrysler had for 
years maintained a stamping and assembly plant in that city with the employ- 
ment of about 5,500 workers. Last year the company announced it was closing 
out its Evansville production and transferring the operations to a new and 
modern plant outside of St. Louis. 

When this decision was made Indiana had a Republican Governor, two Repub- 
lican Senators, 10 of 11 Republican Congressmen, a State legislature both houses 
of which were controlled by the Republican Party, no corporate profits tax, 
no personal income tax, no business franchise tax, no business activities tax, and 
a“right-to-work” law. Yet Chrysler announced it was moving from this so-called 
ideal Indiana business climate to a State—Missouri—that had a Democratic 
Governor, two Democratic Senators, 10 out of 11 Democratic Congressmen, a legis- 
lature both houses of which were controlled by the Democrats, a corporation 
profits tax, a personal income tax, and no “right-to-work” law. 

The announcement of the move was reported in the newspapers of Detroit, 
but never to my knowledge were the facts comparing the political or tax “cli- 
mates” of the two States ever published by the commercial press in this city. 

This example, in which Chrysler clearly followed the market and at the same 
time washed out an obsolescent factory for a new, automated plant, points up 
better than any example that comes to mind, the absurdity of the claim that 
heavy industry flits about from State to State seeking some specially prepared 
political climate. It is perfectly clear that the purpose of such claims is to 
increase, rather than diminish the already damaging competition among the 
States in terms particularly of labor and social legislation, and taxation. 

For example, this campaign is being directed in part against the costs to 
business of unemployment insurance with stress placed on the advantages 
available to business in States where unemployment insurance costs are less. 
It goes without saying, of course, that in such low-cost States the unemployment 
benefits and the length of their duration to the unemployed worker and his 
family tend to be correspondingly less. 

As shown earlier in this statement, unemployment compensation benefit 
amounts and duration are inadequate in all States. One major obstacle to their 
improvement is the business climate propaganda campaign and the fears it is 
intended to inspire in all States that the increased cost of higher benefits and 
longer duration will set off an exodus of industry to other States. 

The mounting intensity of the business climate campaign underlines the 
necessity for Federal standards to bring the State unemployment compensation 
systems nearer to fulfillment of their intended purposes. 

The business climate propaganda emphasizes also the necessity for Federal 
action in many other spheres as well. State and local governments, at best, can 
do relatively little to eliminate or alleviate unemployment that springs from 
national causes. The States and cities are inhibited from doing even that little 
by industry’s blackmail threats to move its plants elsewhere if State or local 
taxes are raised in order to finance measures required to improve employment 
conditions. 

The Federal Government, on the other hand, is both capable of dealing with 
the national sources of unemployment and immune to the divide and conquer 
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tactics by which industry, for its own narrow and sefish purposes, plays each 
State off against all others. 

Only by Federal action can we eliminate the degrading business-inspired 
competition among the States which victimize unemployed workers and their 
familes, prevents local and State governments from taking such steps as are 
within their power to rehabilitate depressed areas, and serves to deprive the 
entire Nation of the wealth that idle workers in such areas stand ready and 
eager to create. 


These are the problems of industrial blight 


From the evidence of Michigan, and from the evidence that you have gathered 
or will gather in other centers of chronic unemployment, you will be able to 
see some of the causes of industrial blight. We have already referred to some 
which particularly affected Michigan—decentralization of industry, reduction 
of employment as a result of technological advance, inability of some firms to 
compete, destruction of supplier firms when large companies decide to manu- 
facture parts or components they previously purchased, and shifts in defense 
production. Other communities suffer from depletion or exhaustion of natural 
resources on which local industries have been based, or from technological 
changes which make the products or services of a one-thriving industry obsolete, 
as the shift from steam locomotive to diesel engine has done in cities like Altoona. 

The problems may differ widely, but all of them should be capable of solution, 
although not all of them can be solved at the local level without outside help. 
Many of them, in fact, such as those resulting from the shifting of plants by 
industry, could be prevented if the corporation managements, in making the 
decision to shift a plant, found it necessary to take into account the social 
costs to the community resulting from their decision, as well as the costs 
normally reflected on their books. When a plant is closed down in one com- 
munity and a new one opened by the same company in another area hundreds 
of miles away, the decision has been taken because the corporation management 
believes its profits will be enhanced by the move. In theory, those enhanced 
profits will also reflect an increase in the efficiency of production or distribution 
which will be of benefit to the whole economy. But that theory only holds 
true if all the costs of the move are taken into account. These include the losses 
suffered by workers whose jobs are pulled out from under them, or if they are 
permitted :to move ,with their jobs, the probable losses of having to sell homes 
at distress prices and buy new homes at almost certainly much higher prices, as 
well as direct moving costs; they also include the losses which a community will 
suffer in either case, whether it finds itself burdened with a sharp increase in 
unemployment or suffering the loss of an important part of its production and 
tax base. 

We in the UAW have been attempting for several years now to find means of 
impressing managements with their responsibilities when a major plant move 
is considered. We have been successful to the extent that we have negotiated 
agreements which obligate employers to bear at least a part of the social costs 
incurred by their decisions. Four years ago we pioneered in the negotiation of 
supplemental unemployment benefit plans, which require management to bear 
a part of the cost of a worker’s unemployment for a period up to 26 weeks— 
and now, in specified circumstances, up to 39 weeks. Last year we negotiated 
severance pay plans which, in the case of long-seniority workers particularly, 
will provide them with substantially greater payments in such situations as a 
plant closing. These costs, therefore, became items which appear on the books 
of a corporation when it decides to close a plant, and will have a bearing on its 
decision. 

This committee is concerned, however, with meeting the problems of unem- 
ployed workers and of the distressed areas now. What can be done to help meet 
the needs of the unemployed and their families and to restore depressed com- 
nunities to economic health? 

This committee could make an effective and immediate contribution toward 
solving these problems by giving moral and legislative support to some bills now 
before the Congress or held up in committee, and by recommending certain 
additional types of legislation. I am aware that this committee’s instructions 
do not authorize it to have any bill referred to it or to report out any bill. 
However, you are instructed to study the problems of unemployment for the 
purpose of determining what can be done to alleviate such conditions and to 
ake findings and recommendations. I assume this could include recommending 
that bills now pending should receive the favorable support of your congres- 
sional colleagues and that certain other bills should be drafted and enacted. 
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Proposed measures 


The measures we would propose, some of which are already before either the 
Senate or the House, or both, include the following : 

Enactment of the area redevelopment bill. 

Enactment of the community facilities bill. 

Legislation to establish adequate minimum Federal standards as to amount 
and duration of unemployment compensation. 

Federal grants to provide general assistance for persons who are in need 
and not otherwise provided for. 

Enactment of S. 1884 to improve distribution of surplus foods. 

Adapting procurement policies to help meet unemployment problenis. 

Amending the Social Security Act to permit early retirement on full 
pension of unemployed workers certified unlikely to be reemployed because 
of their age. 

Adoption of Federal fair employment practices legislation. 

Provision of assistance to workers in moving from chronic labor surplus 
areas. 

Provision of a penalty under unemployment compensation for employers 
who refuse to list job openings with the State employment service. 

1. Area redevelopment bill—One of the most important of pending bills in 
relation to the special problems of distressed areas is the area redevelopment 
bill, once passed by both Houses, vetoed by the President, passed again by the 
Senate and now stuck in the House Banking and Currency Committee. This 
measure provides for practical assistance to help rehabilitate existing unused 
plant and facilities, or to create new productive facilities where necessary, to 
purchase machinery, to provide loans and grants for needed community facili- 
ties, and to provide for the retraining of workers and some measure of financial 
support for them and their families while they are in training. Its passage into 
law would make an important contribution to the elimination of a tragic waste 
of manpower and of community facilities. Even more important, it would bring 
the light of hope for a return of economic security and self-support to hundreds 
of thousands of families in communities where today that hope must burn very 
dimly indeed. 

This committee has had some discussion of the fact that Great Britain and 
some countries of Western Europe have succeeded in maintaining a substan- 
tially lower rate of unemployment than the United States in recent years. Even 
after making full allowance for differences in the method of collecting and com- 
puting the figures, I think there was no doubt left by such witnesses as Prof. 
Richard Lester that unemployment levels in Britain, for example, have been 
significantly lower than here. 

Prof. William Miernyk in his testimony touched on one of the major reasons 
why Britain’s unemployment is lower, which is simply that they have had legis- 
lation and an effective program to accomplish essentially what the area redevel- 
opment bill proposes. 

Britain entered World War II with a problem of distressed areas, such as the 
coal mining and textile centers, far more serious and long established than any- 
thing we have experienced in this country. During the war the problem auto- 
matically disappeared, partly through the establishment of defense production 
facilities in those centers, and partly because in a country under siege and facing 
Hitler’s storm troops across a few miles of the English Channel, there was a 
job for every able pair of hands. 

At the end of World War II, with a return to peacetime conditions and with 
the closing of defense plants which had provided employment to millions of 
workers, it was obvious that the problem of distressed areas would swiftly 
return unless action were taken to prevent or remedy it. Two pieces of legislation 
were passed—the Distribution of Industry Act and the Town and County 
Planning Act—under which effective government programs were established, and 
the economic health of the former distressed areas restored to the point where it 
was felt no special programs were required for them. 

Within the past year or two, however, the national level of unemployment, 
although still lower than in other countries, did begin to rise, and in some areas 
it reached as high as 8 percent (which would be equivalent to a somewhat higher 
figure here). The British Government, a Conservative government with a solid 
majority in Parliament, promptly reestablished the program which had been 
discontinued. 

The techniques used in Britain to encourage the development of industry in 
the areas where it is most needed go beyond those provided for in the area rede- 
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velopment bill now pending in our Congress. The British include the extension 
of loans to firms desiring to build in development areas; clearance of derelict 
sites; conversion of old plants and the construction of new factory buildings 
which are made available at low rentals to such firms; where necessary the 
grant of subsidies to firms to cover any initial losses incurred through the special 
difficulties of construction and operation in those areas; financial assistance to 
local authorities for similar work; grants or loans for improvement of basic 
services and facilities—gas, electricity, water, sewage, and housing; and a 
comprehensive information service for firms seeking new sites. The criteria for 
extension of such aid include the requirements that there be a reasonable chance 
the proposed project will be a commercial success, evidence that the needed 
capital cannot be raised in the usual way, and assurance that the project is one 
which will provide a fair amount of employment in proportion to the investment. 

One other provision of the British program goes far beyond what is proposed in 
the area redevelopment bill. British law requires that a certificate be obtained 
before any new plant can be constructed, and this has on at least one recent 
occasion been used by the Conservative government to prevent the construction 
of a proposed plant in an area which by our terms would be classified as one 
of labor shortage. 

A measure of the importance which the Conservative government of Britain 
attaches to the program for area redevelopment is to be found in a report in the 
London Financial Times of October 13 last, stating that “the first Government 
measure in the new Parliament will be a bill to strengthen powers for dealing 
with pockets of unemployment.” The new bill will authorize the Government to 
publish lists of areas where new industry is needed, and will provide for exten- 
sion of programs to clear building sites by demolishing unusable buildings, to 
construct factories for letting to private firms and to subsidize building by 
private firms. It is particularly significant that the Conservatives obviously are 
not expanding this program under political pressure, since they have just been 
reelected with an increased majority, but apparently are doing so because they 
realize its value in solving the problems of local unemployment. 

An important feature of the area redevelopment bill passed by the Senate 
is provision for training or retraining of workers. In industries where once- 
valued skills have been rendered obsolescent by technological change, workers 
are painfully familiar with the great need for such provision. 

The Federal Advisory Council on Employment Security, a statutory body 
composed of 24 leading representatives of labor, management, and the public, 
held a 2-day session just at the end of last month (October 27 and 28) in which 
it gave careful study to the problems of persistent unemployment in certain 
areas, and unanimously passed a resolution expressing its deep concern and 
suggesting a number of remedial measures “whose potential seemed to justify 
priority consideration.” 

Among them were: ‘Measures for training and retraining and upgrading 
workers to equip them for reabsorption in employment, including the extent 
to which such programs might be integrated with the maintenance of income 
during training through unemployment insurance.” 

This recommendation would be implemented at least in distressed areas by 
passage of the area redevelopment bill. 

I am aware that the members of this committee cannot act directly to speed 
passage of the area redevelopment bill, since it has already been approved by 
the Senate, but I am sure that a strong bipartisan recommendation by this com- 
mittee would carry substantial weight with your colleagues in the House and 
ae passage by the House would help to prevent a repetition of last year’s 
veto. 

2, Community facilities bill—As a companion to the area redevelopment bill, 
I would urge the committee to express support for community facilities legis- 
lation which would provide financial aid to municipalities for programs of local 
inprovement. Many communities would be happy to relieve local unemploy- 
ment and at the same time create new or improved facilities for education, 
health, recreation, police and fire protection, civil defense, parking or other 
public needs, if they had the necessary means. Amendments to the Housing 
Act in 1955 did establish a $100 million revolving fund to provide loans for 
construction of water, gas, and sewer systems, but the scope of this measure 
is far too restricted and the funds entirely inadequate. Congress should pass 
lew community facilities legislation which would provide authority and funds 
0 assist municipalities in the provision of a wide variety of necessary facilities. 
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3. Federal unemployment compensaton standards.—A measure which should 
stand high on any list of legislative priorities for speedy passage is Federal 
legislation to establish minimum standards with respect to the amount and 
duration of unemployment compensation benefits under the State systems. We 
have already discussed the grave inadequacy of existing State system, as re- 
vealed in the recent recession both by the totally inadequate levels of benefits 
in relation to previous earnings, and by the millions of workers who had ex- 
hausted their benefits before returning to employment. These inadequacies have 
been publicly aired many times in the past, not alone by labor’s spokesmen, but 
by the President, the Vice President, the Secretary of Labor, many Members 
of Congress, the Governors of major industrial States, the Federal Advisory 
Council on Employment Security, the Rockefeller brothers fund, and by many 
uf the Nation’s leading economists. Yet it is crystal clear that the States alone 
are not going to bring their standards up even to the level proposed by the 
President. After more than 6 years of pious pleading by the administration, 
enly one State, Hawaii, meets the presidential standard and permits the great 
majority of workers to receive a weekly benefit equal to 50 percent of their 
weekly wage for an assured period of 26 weeks if their unemployment lasts 
that long. 

Enactment of Federal unemployment compensation standards legislation is 
especially important to unemployed workers and their families, but it is of 
very considerable importance to the rest of the Nation also. Even if we were 
to put into effect tomorrow all the measures implicit in a full employment 
program, it would be a considerable time before they could all take effect, and 
even then we would be faced with the minimal amount of unemployment which 
is inevitable in a dynamic economy. But to be realistically practical, we all 
know that it is going to be a little later than tomorrow before a full employment 
program is fully implemented. In the meantime, workers who become unem- 
ployed suffer from ail the inadequacies and injustices of our existing State unem- 
ployment compensation system. 

Enactment of minimum Federal standards would at one and the same time 
remove a substantial source of insecurity and hardship from the lives of the 
unemployed, and strengthen a force for the maintenance of purchasing power 
which, even in its present inadequate form, is widely recognized to have proved 
itself in the 1957-58 recession as an invaluable “built-in stabilizer” in our 
economy. 

4. Federal grants for general assistance to those in need.—For many of the 
long-term unemployed, who have long since exhausted their entitlement to State 
benefits, it is doubtful whether the most liberal improvement in State system 
standards would be of help. The BES study of chronic labor surplus areas re- 
ported that in the 17 major areas close to a quarter of a million unemployed 
workers exhausted their unemployment insurance eligibility under regular State 
and Federal unemployment compensation programs during the year ending 
May 1959. In areas where unemployment has been chronic for several years, 
there are undoubtedly many thousands more who simply had no eligibility 
during the year. 

The Michigan Employment Security Commission, in a projection of short- 
range unemployment insurance developments in the State, estimated early in 
1959 that only about 36 to 38 percent of Michigan workers unemployed in the 
third quarter of 1959 would be entitled to unemployment compensation benefits. 
The actual figures show that in September 1959 there were 195,000 unemployed 
in Michigan, and only 55,000 drawing benefits—a coverage of only 28 percent. 

Areas in West Virginia, Pennsylvania, New England, and elsewhere, that have 
suffered long-term mass unemployment, probably have similarly high ratios. 

Most of these workers and their families fall into none of the special categories 
for whom public assistance is now available under the Social Security Act. 
Present Federal law, however, provides no help to States for general assistance— 
the last line of economic defense for the unemployed, and the form of relief 
most susceptible to drastic, rapid, and unpredictable increase in times of eco- 
nomic trouble. As a result, in certain areas it is practically nonexistent, and 
nearly everywhere it is grossly inadequate. 

There are other serious weaknesses in public assistance, such as the imposition 
of restrictive residence requirements, which are not only humanly unjustifiable 
but seriously restrict the freedom of unemployed workers to move from State 
to State in search of work if they desire to do so. 

What is clearly needed to meet this problem is provision of Federal grants, 
accompanied by adequate minimum standards, to provide matching aid to the 
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States for general assistance programs, and I would strongly urge this committee 
to so recommend. 

5. Surplus food distribution —In this country we are faced with the paradox 
of hunger in the midst of plenty. Senator John Kennedy, in introducing S. 1884, 
said : J 

“At the same time we allow huge surpluses of farm products to overwhelm 
the storage facilities of the country, at least 17 million of our citizens in family 
units suffer from some form of malnutrition due to insufficient food.” 

Probably not all of the 17 million are unemployed workers and their families, 
but undoubtedly many are. The absence of a steady paycheck and the presence 
of wrinkles in the belly instead of adequate food occur together with monotonous 
regularity. Yet, while 17 million Americans lack adequate food, our country 
has an accumulated surplus of farm products which is costing us a billion 
dollars a year just to keep in storage. The best and cheapest and most re- 
warding place of storage for surplus food that I can think of is in the bellies 
of those who need it. 

Our present surplus food program for needy families is totally inadequate. 
In the first place it is in the hands of a Department whose Secretary is basically 
opposed to it. When Emil Mazey, secretary-treasurer of the UAW and director 
of the union’s community services department, testified last June before a 
subcommittee of the Senate Committee on Agriculture and Forestry in support 
of S. 1884, to improve our surplus food programs, he noted, for example, that 
there was a surplus of peanuts which could well have been processed into peanut 
butter and distributed, but this had not been done. Senator Humphrey pointed 
out that the Department had been given the necessary authority and the money 
for processing, packaging, and distributing such commodities, but in some cases 
had not used it. 

We suggest, therefore, that the surplus food distribution program be trans- 
ferred from the Department of Agriculture to the Department of Health, Edu- 
cation, and Welfare, which has experience in meeting family needs, and that 
the legislation should insure that funds voted for this purpose are spent as 
long as there is need to be met. The Secretary should also be empowered 
to buy food items, such as milk, butter, fruit, eggs, and meat, for example, 
when these are needed to provide a balanced diet. Funds should be provided 
to assist local communities in meeting the costs of storage and distribution. 
In communities which have been suffering from chronic unemployment for 
some time, welfare costs have already become a heavy if not intolerable 
burden, and we then have the paradoxical situation that these communities, 
in which surplus food is most needed, are not able to take advantage of the 
program because they cannot afford the storage and distribution costs. 

Finally, standards of eligibility for surplus foods should be broadened, and 
should relate primarily to a family’s per capita current income. Present 
standards are far too stringent. In a country faced with the problem of an 
overbundance of food, families should not have to wait until virtually all their 
liquid assets have been dissipated before they can obtain assistance in main- 
taining a balanced diet for their children. 

We would strongly urge your committee to recommend that Senate bill 1884, 
with some of the strengthening amendments which were suggested in hearings 
on the bill, be passed without further delay. 

6. Policies on Government contracts.—In a number of ways, policies of Gov- 
en procurement agencies might be used to help meet the problem of unem- 
ployment. 

Under our defense manpower policy, we are supposed to have a policy of 
placing defense contracts where possible in labor surplus areas, but both the 
provisions of that policy and its implementation are far to limited. The almost 
infinitesimal extent to which the policy has been applied was indicated to this 
committee by Mr. James M. Robertson who testified on this matter for the 
Department of Defense. He told you that in the fiscal year 1958, his Department 
placed almost $22 billion in contracts, of which approximately $100 million was 
placed under the provisions of that policy. That is less than one-half of 1 
percent of total defense procurement. 

It is quite true that a much larger proportion of contracts were placed under 
ordinary procedures in areas of labor surplus, but that was simply because 
1958 was a year in which more than half the major labor markets in the country 
were labor surplus areas. But less than one-half of 1 percent of contracts were 
‘et on the specific basis of trying to help solve our unemployment problem. I am 
convinced that without endangering our national security by one iota the De- 
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partment of Defense could be given the necessary legislative mandate to place 
contracts where they would be carried out satisfactorily and efficiently and yet 
help to solve some of these persistent and costly unemployment problems. 

One of the defects of the present policy for directing procurement to labor 
surplus areas is that its operations are restricted to contracts let by competitive 
bidding, whereas'85 percent of defense contracts are let on a negotiated basis, 
without competitive bidding. 

In negotiated contracts, Mr. Robertson stated that “price has been the ruling 
factor, by and large.” His testimony made it clear that in negotiating a contract 
the Department was most unlikely to be seriously influenced by the consideration 
of its effect on employment. In fact, with regard to contracts which are let 
through competitive bidding he informed your committee that portions of pro- 
curements can be set aside for placement in labor surplus areas only “at prices 
no higher than those paid on the non-set-aside portion.” He continued: “This 
procedure is followed to assure that no price differential is being paid for the 
purpose of relieving economic dislocations. Section 623 of our Defense Appro- 
priation Act prohibits such payments.” 

I would strongly urge this committee to recommend that the Defense Appro- 
priation Act be amended to permit a reasonable relaxation of this rule. I am 
not suggesting that defense contracts should not be let without careful considera- 
tion of price. But a national policy which states that no price differential may 
be paid even though such payment would relieve economic dislocations seems to 
me the height of folly. Apart entirely from the human considerations involved, 
it fails utterly to take into account the entirely practical fact that unemploy- 
ment and economic dislocations are themselves a source of heavy expense to the 
Nation. Surely, where the circumstances are such that for the payment of a 
somewhat but not excessively higher price it would be possible to place a contract 
with an employer who would immediately start putting unemployed workers 
back to work, rather than with one who might have to start by luring employees 
away from other jobs, it would be economically sound as well as socially sen- 
sible to pay the higher price. I would urge your committee to consider seriously a 
recommendation for amendment of the Defense Appropriation Act to provide 
that within a strictly limited margin, and with ample safeguards against 
profiteering by any contractor, the Defense Department be permitted to pay a 
reasonable differential in price specifically for the purpose of placing contracts 
in areas where they will help to relieve economic dislocations. 


Placing research contracts 

Another suggestion in the same area is that special consideration be given 
to the possibility of spotting research contracts in areas of severe unemployment. 
Not only should special consideration be given to firms which already have 
research facilities established in such areas, but when, as must often happen, 
the nature of the research to be undertaken requires the establishment of new 
facilities, special assistance and encouragement should be given to the firms 
engaging in such research to place their facilities in suitable areas of high un- 
employment. The objective should be, of course, that if the research is success- 
ful it will be followed by production contracts to the same firms, so that very 
substantial employment may eventually develop. 


Location of new defense plants 

Procurement policies might, in fact, be used even more directly. Where the 
nature of a contract is such that its fulfillment will involve the building of a 
whole new plant, there is no reason why the contract should not include a 
requirement that the plant be built in an area of labor surplus, subject of course, J 
to the provisio that the area selected must be suitable in all other respects. In 
many cases such defense plants have been built by the Government and then 
handed over to a private firm to operate. In others, subsidization in the form 
of tax concessions and other benefits have been provided from the Public Treas- 
ury. In all cases it is expected, and the terms of the contract are drawn up with 
the intention to provide that the return to the contractor will be sufficient to 
cover all his capital investment, usually within a very few years, and assure him 
a satisfactory profit as well. 

In other words, by one means or another these defense plants are built with 
public funds. But that being the case, we as taxpayers have a right to say that 
we have a stake in that plant; we have a right to expect our Government to 
see that public money is used in the way that will best serve the public interest. 
and every public interest. Certainly the primary interest in the erection of 4 
defense plant is the national defense. But there is no reason why we should not 





UNEMPLOYMENT PROBLEMS 1029 


also recognize a secondary and powerful interest in seeing to it that expendi- 
tures of public funds wherever possible are also directed to the remedying of 
economic dislocations. 


Provision for employees on contract termination 


One final matter with regard to procurement policy on which I would urge this 
committee to make a recommendation concerns the question of responsibility for 
what happens to workers when a defense contract is terminated. Mr. Robert- 
son of the Defense Department was questioned on this point by the chairman, 
and he indicated that while there is provision for making special termination 
payments to contractors when a contract is conceled or discontinued, there is 
no provision for termination payments to his employees, or for any other means of 
protecting their welfare. 

Employees in defense plants are very commonly men and women who have 
come there from other communities in response to the Nation’s need for work- 
ers. They have paid the expenses of coming and of establishing themselves 
and their families in a new community, but if the defense plant is closed and 
there is no alternative employment available locally, they are faced with the 
added costs of uprooting themselves once again, often at a heavy financial 
sacrifice. That should be considered just as much one of the costs of cancella- 
tion of a defense contract as the contractor’s costs, for which he is compensated. 

The aircraft industry is a shameful example of the way in which we have 
asked workers to subsidize the costs of making changes in our national defense 
plans. This industry has had a long and sad history of unplanned layoffs 
with little or no notice to the workers or the communities involved. The recent 
dislocations resulting in the shift from aircraft to missiles created havoc all 
over the country. Between April 1957 and July 1958, 141,000 aircraft workers 
were laid off, frequently at the rate of 20,000 or more per month. Since July 
1958 employment in this industry has declined by another 16,000. 

Mr. Robertson’s reply in response to the chairman’s question about provision 
for employees when contracts are canceled was, “It is basically the contractor’s 
responsibility.” But unless by good fortune the contractor happens to have 
alternative work available, our present procurement policies provide him with 
no encouragement to meet that responsibility. Earlier in his testimony Mr. 
Robertson said that in placing contracts, “price has been the ruling factor, by 
and large.” This means simply that if any employer, when he bids on a con- 
tract or enters into negotiations with the Department of Defense, should try to 
include in his price the cost of any provision for his employees on termination 
of the contract—whether by cancellation or fulfillment—he risks being underbid 
by any other employer who lacks his sense of social responsibility. 

I would strongly urge this committee to recommend in its report that legisla- 
tion be adopted which would require every defense contractor or subcontractor 
to include in every contract of employment (including collective-bargaining 
agreements) adequate provision for payment of severance pay. It may be 
argued that this is a matter for collective bargaining rather than legislation. 
But lack of such legislation leads to the kind of buckpassing in which the Gov- 
ernment claims, as Mr. Robertson told you, that it is the contractor’s responsi- 
bility, while the contractor insists that he cannot afford to accept the responsi- 
bility at the risk of losing a possible contract. 

Where defense contracts are concerned the ultimate employer is the public, 
and I believe we should have legislation to recognize as a matter of public policy 
that workers who are displaced from their jobs as a result of changes stemming 
from the needs of our national defense should not be asked to suffer economic 
hardship in consequence. 

7. Early retirement for displaced workers.—In areas of severe unemployment 
the older worker who becomes unemployed faces a virtually impossible problem. 
In every community the unemployed older worker has greater difficulty in finding 
a new job than the younger worker, but in an area where the supply of unem- 
ployed younger workers exceeds the total of available jobs, the older worker 
has virtually no chance of reemployment at all. 

In many of our UAW pension plans we have negotiated with employers a 
special provision to take care of an analogous, though somewhat different, situa- 
tion. Normal retirement age for pension purposes is 65, but a worker between 
the ages of 60 and 65 may be retired either by mutual agreement or at the option 
of the employer. Until age 65 he then receives not merely the full pension, but 
double the normal pension to compensate in part for the fact that he is not 
eligible for social security before age 65. At 65 he then goes on regular pension. 
In our major agreements we have an undertaking from the corporations that 
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this provision will be automatically applied in a plant-closing situation to protect 
all workers over age 60. 

This provision was negotiated primarily for the protection of the worker 
nearing retirement age who is not totally disabled but is really not fit for work. 
To meet the somewhat similar problem of the older worker whom no one will 
employ. I would urge this committee to recommend an amendment to the Social 
Security Act which would provide, with suitable safeguards, for early retire- 
ment of workers for whom there is clearly no opportunity of further employ- 
ment on account of their age. The amendment might provide, for example, 
that after a given age any person who has been unemployed and registered for 
employment for a given period of time, and who is certified by the State employ- 
ment service as unlikely to be reemployed because of age, should be permitted 
to retire with full pension rights payable immediately. It would not be unduly 
costly. In most cases it would very likely relieve some other agency of the 
cost of maintenance and it would give such older workers a measure of economic 
security to which they are morally entitled. 

8. Need for Federal fair employment practices legislation.—One problem of 
persistent unemployment and underemployment is found among a class of work- 
ers who have been and continue to be the victims of more deliberate injustice 
than any others in this country—the minority groups. Most numerous and 
most discriminated against among them are Negro workers whose difficulties 
illustrate the problem in its most serious form. 

During the recession Negro workers suffered more than double the rate of 
unemployment experienced by white workers. For the year 1958, unemployment 
averaged 6.1 percent of the white labor force and 12.6 percent of the nonwhite 
labor force (the overwhelming majority of whom are Negroes). 

But this experience is not confined to recessions. In August of this year, for 
example, when we were supposed to be well on our way to recovery, unemploy- 
ment among white workers totaled 4.1 percent of the white labor force, while 
unemployment among nonwhite workers totaled 10.7 percent of the nonwhite 
labor force. For almost any period of time, unemployment among nonwhites 
runs just about double the rate for whites. 

In consequence, during the past 10 years, unemployment among nonwhites 
has averaged higher then that experienced by white workers in the recession. 
It is always a recession for the Negro worker. 

Mr. Ewan Clague of the Bureau of Labor Statistics, in his testimony before 
this committee, pointed out the much higher rates of unemployment among 
Negroes than among whites. He added, however: 

“* * * this isn’t necessarily or exclusively a matter of discrimination * * * 
they are employed in occupations in which the unemployment rates are high. 

“Service, for example, including household or domestic servants, is high. 
Nonfarm laborers whom you noticed earlier had a higher rate of unemployment. 
On the other hand the Negroes are not very prominent in the sales management 
and professional occupations. So it is partly the fact that they are in the 
occupations that have suffered from the recession.” 

Mr. Clague is misinterpreting his own statistics, however, when he suggests 
that the higher rate of unemployment among Negroes is not primarily a conse 
quence of discrimination. Negroes do not just happen to be concentrated in 
menial service and laboring jobs, which are most vulnerable in recessions. They 
are in those jobs as a consequence of discrimination, either in hiring or in 
opportunities to prepare themselves for better jobs. 

We in the UAW have been fighting for years against discrimination in plants 
where the workers have chosen our union to-represent them. I think we have 
made considerable progress from the days before the Union, when job oppor- 
tunities for Negroes were confined to the dirtiest and most menial occupations, 
and even in those jobs the Negro was the first to be fired when the work force 
was reduced. But we know perfectly well that even in the plants organized by 
our union Negroes very frequently do not enjoy equality of job opportunities 
at the hiring gate. We have attempted many times to persuade the major em- 
ployers in the auto industry to write into our collective bargaining agreements 
an undertaking not to discriminate on grounds of race or color in their employ- 
ment practices. The employers have always. refused, giving as the basis of 
their refusal the argument that we were not entitled to bargain for men and 
women who were not yet employees. 

Discrimination which deprives the Negro of equal employment opportunities 
begins, however, long before he approaches the hiring gate. In most cases it 
begins when he is born into a family enjoying just about half the annual in- 
come of the average white family. The Department of Commerce reports that 
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in 1957 the average wage or salary of a white person was $3,675, of a nonwhite, 
$1,845. 

In most cases, even in our northern cities, the Negro child is born into a black 
ghetto, a forced slum or near slum of overcrowded, inadequate housing. All too 
frequently he goes to a school that by any standard is inferior to that attended 
by the average white child in the same city. All too frequently he drops out of 
school too soon—either because his family needs whatever money he can earn 
or because he knows that even if he continues through high school and college, 
his opportunities of getting employment of as high a level and rewarded with as 
much pay as a white person with the same educational accomplishments, are 
very limited. 

This is the background behind the fact that Negro employment is predomi- 
nantly in menial service and laboring jobs where unemployment rates are usually 
highest. Together with discrimination in hiring it accounts for the fact that 
Negroes as a group suffer from persistent unemployment and underemployment. 
Our failure to make full use of the talents and capacities of members of mi- 
nority groups when they are employed is just as tragic a form of social waste 
and loss as their persistently higher rate of unemployment. 

Like unemployment itself, the victimization of Negroes and other minorities 
in our society represents more than human suffering alone—although the hu- 
man suffering it entails is a shameful weight on our national conscience. But 
there is also a purely economic loss of tremendous proportions. To measure it 
very roughly, there are 6.6 million nonwhite wage and salary earners in this 
country. Their average annual earnings are $1,830 below what they would be 
if their skins had happened to be white. Thus, as a group, their loss of earn- 
ings is some $12 billion per year. But that is only part of the loss, for the lower 
earnings of Negroes mean also that they have less purchasing power, and their 
lower standard of living creates less in the way of job opportunities for others 
who could be employed helping to meet their unsatisfied needs. 

There is only one answer to this problem, and we all know what it is. There 
are only 16 States in the Union that have any kind of fair employment practices 
law at all. We need a national Fair Employment Practices Act and companion 
legislation which will protect other civil rights of minority groups, laws which 
will put America on record as having a public policy of nondiscrimination, and 
which in their operation will combine a widespread program of education with an 
effective program of enforcement of minority rights. 

The greatest single stumbling block to the passage of such legislation is rule 
2 of the U.S. Senate. I urge you as a committee and individually to use your 
best efforts to help remove that obstacle and to expedite the passage of legisla- 
tion which will enable America to fact the rest of the world with at least a 
much clearer conscience on the issue of minority rights than we can claim to- 
day. 

9, Assistance to workers desiring to move out of chronic labor surplus areas.— 
One of the recommendations of the Federal Advisory Council on Employment 
Security, to which I have already referred, was: 

“Measures, including financial assistance and other aids in relocation and 
resettlement to stimulate the movement of workers from areas of limited to 
areas of expanding employment opportunity.” 

In many cases assistance of this kind would be most helpful, both to the work- 
ers affected and as a partial solution to a local problem. I would warn, however, 
that it must be handled with the greatest of care, to avoid even the appearance 
of any undue persuasion. For many workers, moving is no solution at all. It 
is no easy matter to sever family ties and roots in the community formed over 
long years of residence and participation in community and church activities. 
Those who own their own homes will be forced to sell those homes in a depressed 
market, and if they are moving to an expanding community will probably have 
to buy in an inflated market. If they have children of school age, those children 
face additional problems of adjustment. 

In most cases, any attempt at wholesale removal of workers and their families 
from a community would also involve a tragic waste of community investment 
in publie facilities of all kinds. It could involve creation of new serious eco- 
nomic problems for local retail and service business and professional men and 
women if the local population is drastically reduced. 

For many workers, however, particularly younger persons who have not yet 
struck deep roots in the community, moving to an area of greater opportunity 
may represent the easiest and most satisfactory solution to their individual 
problems, while at the same time it relieves some of the pressure on the local 
labor market. I would urge the committee, however, in recommending that 
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financial assistance be made available to those who wish to move, to make it 
clear that any such program must contain adequate safeguards to insure that no 
worker is induced to move against his will and, where alternatives are feasible, 
that no community is endangered by the loss of an undue proportion of its work- 
ing force. 

10. Listing of job openings.—One of the obstacles to an adequate employment 
service program is the antisocial employer who refuses to cooperate with thé 
State employment service by listing with the service job vacancies he may have. 
Public employment services have been organized as a means of bringing order 
and efficiency into the labor market, by matching available workers to suitable 
vacant jobs and thus minimizing their periods of unemployment. The effect of 
refusal by employers to list job openings with the employment service, coupled 
with requirements under State unemployment insurance laws that workers 
must be “actively seeking work,” means that workers are put to unnecessary 
sacrifice of time and money visiting plants where there may be no openings, 
that their periods of unemployment are unnecessarily prolonged, that the en- 
ployment service is hindered in placing applicants, and so the cost of unemploy- 
ment compensation to all employers is increased. A suitable method of discour- 
aging such practices, therefore, would be an amendment to the existing Federal 
law which would require every employer to list job openings with the public 
employment service or else pay the full amount of unemployment compensation 
tax provided for in the Federal law, without any so-called merit rating tax reduc- 
tion to which he would otherwise be entitled. 


WHAT FULL EMPLOYMENT MEANS TO AMERICA 


The committee chairman, Senator McCarthy, in his letter inviting me to appear 
before you, indicated that one of the questions which must be considered by 
the committee is: 

“Is there a more effective way to prevent future unemployment?” 

I congratulate the committee on its willingness to tackle this question. On 
our finding a satisfactory answer to it depends the future welfare of this Nation, 
and very probably the future freedom of the world. 

You can think of full employment as a coin with two sides. On one side is 
written, “The means to full employment.” On the other side is written, “The 
fruits of full employment.” But the picture on the coin is the same for both 


sides. Itisa horn of plenty. 
What I mean by that is that we must learn how to distribute and use more 


plentifully the goods and services our economy has the physical capacity to 
produce, and in doing so we will create the conditions which will establish full 
employment and permit all our people to make their full contribution to the 
production of that bounteous plenty which represents our potential capacity. 

Let me give you an example of what I mean. 

Consider the case of a retired worker receiving a Government pension of $72 
per month, about the average figure for primary pensions now being paid. 

Suppose, for example, that we were to amend the law so that the average 
retired worker would receive $100 a month, an increase of about $28. 

What will he do with the money? 

He will go out and spend it. 

He’ll improve his diet by having a meal with meat in it a little more often. 
And someone working in a meatpacking plant in Chicago will have more work 


to do. 

He’ll buy himself that pair of new shoes he needs, and a worker in a New 
England shoe factory will have the job of making them. 

An Oklahoma rancher will have that much more market for beef and hides. 

He'll buy a new shirt or two, and a shirtmaker in New York, a textile worker 
in New England and a Georgia cotton farmer will all benefit. 

In other words, that extra $28 we pay the retired worker goes right back 
into the stream of buying power, helps to create more business, helps to provide 
more employment, contributes its part to enable workers who were idle yesterday 
to be busy today helping to add to the sum total of our national wealth, and in 
doing so helps also to broaden the tax base from which Government revenues 
come. 

Fundamentally, the problem of restoring and maintaining full employment it 
our economy is just as simple as that. The retired worker is representative of 
all the people in America today who have less of the good things of life than 
they need, and there are millions of them. According to the Census Bureau, it 
1957 there were still almost 25 percent of American families (not counting 
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single persons living alone) with incomes below $3,000. That is less than $60 
a week, not enough to provide what any of us would consider a satisfactory 
standard of living for an American family. Yet 25 percent are still down 
below that level. 

We have millions of people with vast unsatisfied needs. And we have a 
staggering amount of unused capacity, idle machines and factories, unemployed 
men and women, who could be at work adding to the wealth of this country at 
this moment if only there were customers with money in their pockets to buy the 
goods these men and women would be producing. 

No purchasing power, no customer. No customer, no sales. No sales, no 
production. No production, no employment. That is the vicious chain that we 
must break. 

And there is one obvious way to break it. Use every available means to get 
more purchasing power into the hands of those who have unmet needs, because 
they are the ones you can be sure will spend it. They will be your customers, 
making the cash registers ring, stimulating production, creating new employment. 

Give a million dollars to a millionaire through excess profits or tax loopholes 
and he will look for a place to invest it. But if a lot of existing capacity is 
already idle, and he can’t anticipate a profit by building more, he will take that 
nillion dollars and sit on it. 

Give 10,000 senior citizens or low-paid workers or struggling small farmers 
a hundred dollars each, and they will spend it. They will create jobs with it. 
They have needs to be satisfied. 


The cost of unemployment 

Let me show you what full employment during the past 6 years could have 
meant for our economy and what we have lost through our inability to maintain 
it. 

Our economy has a capacity for increasing productivity at a rate of at least 
4percent a year. 

Between 1947 and 1956 productivity actually increased at an average rate 
of 3.9 percent a year, according to the President’s Economic Report for 1958. 
And that in a period that included two recessions. 

Calculations by UAW technicians, based on the accelerating rate of produc- 
tivity advance over the past 50 years, indicate that the normal rate today should 
be a little over 4 percent a year, if we just keep on improving our rate of ad- 
vance as much as we have over the past half century. 

For the next several years our labor force will be growing at a rate of better 
than 1 percent a year. 

Combine those two figures, 1 percent more workers every year and each worker 
producing 4 percent more goods per hour, and you find that if we keep them all 
employed, our production of goods and services will increase by 5 percent each 
year. 

That is the measure of our economy’s capacity to grow. 

But that means we must also find the means to distribute and use 5 percent 
more goods and services per year. We must add that much to the purchasing 
power of people who will spend it. Otherwise we cannot sell that much more 
goods, which means we cannot produce that much more goods, which means 
that unemployment grows instead of the economy. 

I said earlier that between 1953 and 1958 our economy actually grew at a rate 
of only 1.6 percent a year. That failure of economic growth was accompanied 
by unusually high levels of unemployment, two recessions with high unemploy- 
ment even in the so-called good years in between. 

What did that lack of growth cost us? 

If we had maintained full production, full employment, and full utilization of 
our technical skills, with a steady growth of production at the rate of 5 percent 
per year, the total value of goods and services the U.S. economy would have 
produced from 1953 to 1958, expressed in dollars of 1958 buying power, would 
have been approximately $200 billion greater than it actually was. 

That has been the cost of unemployment, or rather the cost of our lack of 
programs for national growth which would have maintained full employment, 
$200 billion worth of food, clothing, homes, household goods, schools, hospitals, 
factories, power dams, economic aid, and all the other goods, services, and facil- 
ities that would have helped create abundance. 

The lost $200 billion reduced to simple, everyday, understandable terms, could 
have provided every individual and family group in America, from the highest 
laid executive on Park Avenue to the lowest paid sharecropper in Mississippi, 
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with additional income during this period, about $4,750 for an average family 
of four. 

Or put it another way, the $200 billion worth of goods and services we failed to 
produce and have now lost forever (in addition to increasing the income of those 
who would have been employed producing it), could have’ built 4 million homes 
at $12,000 each, could have built fully equipped hospitals with 250,000 beds; 
could have gone a long way toward eliminating our national deficit in education 
by constructing 300,000 new classrooms and adding $500 to the yearly salary 
of every elementary and secondary schoolteacher ; could have doubled the benefits 
paid to the 12 million people on social security, as well as benefits paid to veterans 
and their widows and orphaned children, and we would still have had $5 billion 
a year to enlarge and improve our foreign aid program. 

If we had maintained a 5-percent rate of growth since 1953, our national 
production in 1958 alone would have been about $522 billion, of $80 billion more 
than it actually was—sufficient to have allowed an increase of 18 percent in 
every item of expenditures, public and private. This we could have divided 
among personal and family spending, health, education, and other Government 
services, national defense, help to our friends in other lands and new plants 
and equipment to meet our future growing needs. 


PROGRAMS FOR GROWTH AND FULL EMPLOYMENT 


How can we reestablish full employment and enjoy the economic growth of 
which our economy is capable? 

To do so we must adopt national goals which accord with our needs and our 
capacities. We must set forth a program of national priorities, and commit our 
resources to their achievement. 

We cannot hope to fill all our unmet needs at once, to do so will take years. 
But we can and must make an immediate beginning. 

In particular, we must change the prevailing view of what is needed in regard 
to Federal expenditure and programs. The major test of a program must not be 
cost or budget bajancing, but whether or not it represents something we need. 
Those who put first emphasis on budget balancing have made their attempt. 
They not only failed to meet our needs, they ran up the largest peacetime budget 
deficit in our history. We must get back to the idea that the function of an econ- 
omy is to meet our needs. If we will first balance our economy, and achieve full 
employment and full production, we shall then be in a position to balance the 
budget. 

Some of the programs to achieve balance in the economy most directly related 
to the immediate problems of unemployment have been listed above. Others 
include: 


Measures to increase purchasing power 


Minimum wage.—Congress should extend the coverage of the Fair Labor 
Standards Act to millions of workers in retail and wholesale trade and in services 
and should raise the minimum wage under the act from the present $1 to $1.25 
an hour. Such action would not only aid in increasing consumer buying power, 
it would also be a step toward eliminating poverty from the American scene. 

Social security—The Social Security Act should be improved through in- 
creased benefits and liberalized eligibility, as well as by bringing to beneficiaries 
of old-age and survivors’ insurance a new measure of health security through 
hospitalization, nursing home care, and surgical services as provided for in the 
Forand bill. 

I have already mentioned the benefits that would flow to our economy through 
more liberal pensions for our retired citizens. Equally important is the need to 
provide them with more adequate health care, so that as far as possible they may 
enjoy their retirement in health and comfort. 

We Americans pride ourselves on being the healthiest people in the world, and 
with our resources we should be able to make good on that claim. But we are 
behind many other countries in the health of our older people. The life expec: 
tancy of Americans 60 and over is less than in Canada, Cyprus, Denmark, West 
Germany, Iceland, Israel, Japan, the Netherlands, Norway, and Sweden. Many 
of our senior citizens simply are not getting the kind of medical care that we are 
physically able and morally obligated to provide, and in a great many cases the 
reason is that they cannot afford it. 
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The older people themselves know this. They have ranked medical care and 
jrugs first among their unmet needs. 

Study after study has related health defects among older people, and their 
failure to receive adequate medical, hospital, and nursing home care, to the 
fact that so many are unable to pay for what they need. , 

The Forand bill does not claim to meet all the health needs of those social 
security beneficiaries it proposes to cover—the aged, widows, fatherless chil- 
iren, and dependent parents of those insured under OASI. But it would pro- 
vide sorely needed health care for a segment of our people whose needs have 
been too long neglected and ignored. I wholeheartedly urge its passage. 

Consumer buying power—Consumer buying power must be raised sub- 
stantially in order to lift sales and output. Since wage and salary income 
represents about 70 percent of all consumer buying power, it is apparent that 
wage and salary increases are an essential means of increasing purchasing 
power to the levels necessary for full employment. The President and the 
Congress should declare their essentiality, as part of a concerted effort to 
diminate the waste of idle manpower and machines. 

Steps must also be taken, of course, to insure that wage and salary in- 
creases are not nullified by unjustifiable price increases. We urge passage of 
the O’Mahoney bill, with some strengthening amendments which were indicated 
in hearings on the bill, to require public review of the pertinent economic facts 
before price increases can be imposed by corporations which control 25 per- 
cent or more of total sales in their industries. The administration should 
support such practical efforts to end inflation, instead of trying to fight infla- 
tion by means of a tight money policy which has no effect on administered price 
inereases and serves only to cause unemployment and hinder economic growth. 


Programs for the age of automation 


Commission on technological change-——We must devise social and economic 

programs to cushion the dislocations that result from automation and rapid 
technological change. For several years, now, we have been living through 
i silent revolution in the United States—a revolutionary change in produc- 
tion and distribution processes, manpower requirements, composition of the 
wrk force and location of industry. This silent revolution is continuing. 

It is irrational to move blindly, without direction or information, through a 
riod of radical technological change. Information is needed to help guide 
Government and private groups in devising policies that can minimize social 
ind economic dislocations. 

The Joint Economic Committee has made a start in this direction. Much more 
information and examination of varying policy proposals are needed. A per- 
manent National Commission on Technological Change should be established to 
investigate and keep abreast of these important issues. Such a national com- 
nission should be composed of representatives of labor, farmers, management, 
jusumers, science, education, and government. It should keep under continu- 
ing review developments in automation, atomic and solar energy, and other 
technological innovations, and make recommendations to Congress and the 
President to assure that the fruits of technological advance are fairly shared 
tnd full employment and full production are maintained. 

Progressive reduction of the workweek.—The Fair Labor Standards Act 
should be amended to provide for a progressive reduction of the standard work- 
Week, with provision for periodic review by the proposed National Commission 
a Technological Change, so that as our technology continues to advance, workers 
tai enjoy, through a shorter workweek, an increasing measure of creative and 
——e leisure instead of suffering the tragic and wasteful idleness of unem- 
ployment. 

Historically, we in America have always taken part of the fruits of advancing 
tehnology in the form of reductions of working hours, while at the same time 
creasing our supply of goods and services. The accelerating rate of produc- 
lity advance makes it possible to progress faster in both respects. 

The rate of reduction of the standard workweek should take into account both 
the rate of technological advance and the extent to which our growing power 
produce is actually being used to raise living standards, to meet our national 
leeds for more and improved homes, schools, hospitals, highways and resource 
tevelopment, and to provide for generous international economic aid and an 
ilequate defense. When workers are unemployed, or suffering short work- 
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weeks, or faced with the threat of unemployment, they can scarcely be asked 
to accept the argument that a 40-hour week is needed to attain our national ob. 
jective while their Government takes no steps to assure that their available 
working hours are fully utilized. 


Meeting community needs 


Aid to education.—There is a growing need for Federal aid to education to as. 
sure our youth educational opportunities essential to their maximum growth 
and development and to strengthen the basic human resources of our country, 
This should mean not only aid for school construction, but also grants to help 
raise teachers’ salaries to levels consonant with the skills and responsibilities 
demanded of them, and a Federal scholarship program. 

Housing.—A national housing program is needed to provide good homes in 
decent neighborhoods for all American families. The program should provide 
adequately for public housing for low-income families, slum clearance, and ur- 
ban redevelopment, and low-interest, long-term mortgages for privately con- 
structed moderate-priced homes and apartment developments. In this connec- 
tion, too, a Federal loan program for the improvement of community facilities is 
needed. 

Hospitals, highways, resource development.—Other essential Federal programs 
include hospitals and other medical facilities, highways, and natural resource 
conservation and development. These and similar programs to strengthen our 
human resources and to promote more efficient use of our material resources, 
contribute to full employment, facilitate economic growth, and add to national 
security in a troubled world. 


Adequate defense 

The national defense effort is in need of careful examination in terms of the 
military requirements for the defense of freedom. The United States lag behind 
the Russians in some areas is obvious even to a layman. Informed experts have 
challenged the adequacy of'the President’s defense budget proposals. Defense 
expenditures should be stepped up wherever necessary, to meet our national se 
curity needs. 


Meeting our international responsibilities 

Economic aid.—Economic and technical aid for the peoples that are emerging 
from colonialism should be considered as a major aspect of national policy. 
Such programs of loans and grants, both directly and through international 
agencies should be greatly expanded as part of a long-term effort by the United 
States to assist the economically underdeveloped nations. 

International trade.—International economic and trade policies of the United 
States require bold and realistic measures to meet the needs of the times. Vice 
President Nixon’s experience last year in South America dramatized, for example, 
the need to move in the direction of stabilizing raw material prices on an inter- 
national basis. 

International fair labor standard.—The United States must build its trade re 
lations with other countries, particularly since we need a wide variety of im- 
ports as well as foreign markets. But we cannot avoid the problem of unfair 
competition with some American-made products from low wage, highly efficient 
foreign producers, including oversea subsidiaries of U.S. corporations. In this 
connection, the United States should propose, through the General Agreement 
on Tariffs and Trade (GATT) and the International Labor Organization, the 
development of, international fair labor standards agreements on wages and 
other labor conditions in export industries directed at raising wages in such 
industries, step by step, to levels justified by productivity.. This would bring to 
an end unfair international competition based entirely on depriving workers of 
their fair share of the fruits of their labor. 


Meeting the cost 

Admittedly, not all of these programs can be made fully effective at once. But 
their initiation now would change the direction and tone from defeatism to opti- 
mistic faith in the ability of the national economy to move forward in response 
to the needs of our times. 
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e have been told often—and it will be repeated in the future—that this 
alate cannot afford to meet both the defense and public service needs of the 
middle of the 20th century. The truth is, first, that under dynamic leadership 
the means at hand are ample not only to meet our needs in both areas but also 
sufficient to make up rapidly for time already lost in meeting them and, second, 
that what we can afford least of all is to fail to meet them. 

A more rapid rate of economic growth—higher employment and increased 
utilization of productive capacity—will, in itself, generate personal and business 
incomes and Federal revenues. A large part of the increased expenditures for 
expanded Government programs can arise from the enlarged tax base created 
by an increased rate of economic growth. 

Still more additional Federal revenues are available, without raising tax 
rates, by closing current loopholes in the tax structure. As much as $9 billion 
in additional revenue can be raised if these numerous loopholes were closed. 
Certain immediate steps in this direction would raise about one-third of that 
amount of additional revenue by closing the following loopholes of special 
privilege for wealthy families and corporations. To gain this much revenue we 
need merely : : 

(a) Repeal the favored tax treatment granted to dividend income from 

stocks by the Revenue Act of 1954, Das . 

(b) Require withholding taxes on the payment of dividends and interest, 
similar to the present system of withholding taxes on wages and salaries. 

(c) Repeal excessive depletion allowances such as those for oil and gas 
and remove such tax privileges from many of the metals and minerals now 
covered. 

(d) Tighten the capital gains structure by lengthening the holding period 
for long-range gains and increasing the current 25-percent tax rate. 

(e) Remove from capital-gains treatment the many types of income not 
originally included. 

Full employment, a more rapid rate of economic growth, and steps toward 
closing the numerous tax loopholes can raise more than enough revenue to cover 
the increased Federal expenditures to meet our national needs. 


THE ROAD AHEAD 


The fact that this committee was appointed, with bipartisan agreement, as a 
special committee of the U.S. Senate to make recommendations on what should 
be done about unemployment problems is a good augury for the future. Based 
upon the hearings held to date, the members of this committee certainly must 
recognize that we have had a real unemployment problem in this country, and 
that we need to act to cure it. But there are too many others in the administra- 
tion and in both parties in Congress who have been able to view unemployment 
complacently, to minimize its costs and to persuade themselves that if we just 
left it alone it would soon go away. The appointment of this committee suggests 
that at least some of that complacency has at last been dispelled by the hard 
realities of the recession and its aftermath. I hope that your findings as to the 
continuing extent of our unemployment problem will help further to end smug 
acceptance of a situation that calls for the vigorous application of corrective 
measures. 

I hope even more strongly that your recommendations for action will help to 
provide some of the leadership we need to move out of economic stagnation and 
drift, and resume our forward march toward plenty for all. 

We have the physical and human resources in this country to remove poverty 
and hunger forever from our midst, and in addition to share generously with 
our less fortunate brothers and sisters in other lands. 

We are blessed with a great democratic heritage which should insure that 

our political and economic institutions are responsive to the needs and the 
will of the people. 
_ What we have lacked in recent years is a leadérship with sufficient confidence 
in our skills and capacities, with a dynamic vision which would enable it to 
turn its back on the past and initiate national programs which would test 
our productive capacities and be responsive to our needs, 
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I repeat, that I hope this committee in its recommendations for action to cure 
unemployment and restore full employment will help to provide that leadership, 

We have outlined for you a considerable number of programs that we believe 
will help to restore to us the full use of our physical and human resources. We 
hope that the members of this conmittee will agree that the proposals we have 
made are sound, sensible and necessary. We hope you will recommend them 
to the favorable consideration of your colleagues. 

Above all, we hope you will continue to recognize that we live in a dynamic, 
changing world, that the policies and methods which worked yesterday are not 
always appropriate to the conditions and the needs of today, that new problems 
and new challenges require new concepts and new approaches, but that one basic 
principle will always hold true: As long as we have needs to be met, and unused 
physical and human resources with which to meet them, there must always be 
a way in which our unused resources can be mobilized to fill our unmet needs, 
The way may not always be easy to find. It will require vision, intelligence 
and determination, not only to find the right road but to lead others to it. This 
is the true function of leadership in every aspect of our social, economic and 
political life. We can afford no less if America is to be equal to the challenge 
at home and in the world. 

Mr. Revtruer. And then I should like to touch some of the high 
points in my prepared testimony and make a number of observations. 

I concur in the remarks of Mayor Miriani, because he was dealing 
with the aspects of this problem as he sees it as the chief executive 
of this important industrial community. But I think that we need to 
recognize that the question that your committee is attempting to deal 
with is perhaps the most important single question which the Ameri- 
can people have got to find an answer to. I think it transcends in 
importance any other single domestic issue. How does a free society, 
working within the framework of our free governmental system and 
our free economic system, go about doing the things that must be 
done to achieve full employment and full production in peacetime. 

I personally believe that our ability to find an answer to this ques- 
tion of full employment and full production in peacetime will have 
much more to do with the shape of the world of tomorrow, in terms 
of whether or not America can provide leadership to the forces of 
freedom in the world, than the explosive power of our H-bomb or 
the range of our missiles, because unless we can find the answer to 
unemployment in peacetime, we will fail in these other areas. _ 

I had the experience some time back, Mr. Chairman, of spending 
31% hours sitting across the conference table looking at Mr. Khru- 
shchev. I came away from that meeting believing that they know 
what they are trying to do, and that they really believe that within 
the framework of our free society we are incapable of really making 
up our minds what we want to do in peacetime and then committing 
ourselves and our resources to the achievement of those peacetime 
objectives. 

Mr. Khrushchev really believes, as do all the people who adhere to 
Mr. Khrushchev’s concepts, that our free society is composed of Ir- 
reconcilable, conflicting economic and social groups, and that we are 
incapable, in the absence of the compulsion of war, of achieving the 
measure of unity and the sense of singleness of purpose which ar 
essential if we are to find the means for full employment and full 
production in peacetime. 
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The theory is that, when we are faced with the challenge of war, 
negative pressures are so great that they override these normal con- 
flicts within the structure of our free society. But in the absence of 
that kind of compulsion, we each go our separate ways, and so we 
fail to find the practical means for mobilizing our economic resources 
for creating full employment and full production in terms of peace- 
time values. 

Now, I think we have to prove them wrong. Because if history 
proves them to be right, then the cause of human freedom is in great 
jeopardy in the world. 

Somehow we must find a way in America to meet the problem of 
unemployment in peace. We must be as determined to mobilize our 
resources and dedicate them to peaceful ends and peaceful purposes 
as we do when our lives are threatened in time of war. 

The Communists would have people believe that in order to achieve 
economic security you have to sacrifice a measure of freedom. That 
they say, is the inescapable price—you have to — a measure of 
regimentation in the economic and the political and the social aspects 
of society in order to achieve the economic organization of the means 
of production essential to provide full employment and a measure of 
economic security. 

Unfortunately, there are people in America who have what I char- 
acterize as the NAM kind of economic mentality who really believe 
in the other side of that coin—that the economic insecurity of unem- 
ployment is the price we have to pay for freedom. 

I happen to believe that both the Communist and the NAM men- 
tality are wrong—that we can have both bread and freedom, and that 
wecan achieve increasing measures of material well-being, and a fuller 
measure of economic security, without in any way being required to 
sacrifice our basic political or spiritual freedom as a people. 

And this all gets down to the question, How can we go about meeting 
these problems ? 

They are not simple problems. They are complex; they will be- 
come more complex as our industrial society moves forward. As our 
technology becomes more productive, as the population grows more 
rapidly, such factors will make the problems more difficult of solu- 
-. — solutions can be found providing we have the will to do 
the job, 

As a representative of organized labor, I have also attempted to 
make it clear that we do not believe that an American worker or an 
American citizen is automatically entitled to economic security as a 
nght. What we do assert, however, is that every American is entitled 
asa right to the opportunity to earn that security by productive work, 
by making his contribution as a member of society to the total well- 
being of the whole of our society, and then sharing in that well-being. 

There is nothing more destructive to the human values that we 
cherish than unemployment. When a worker is thrown on the street, 
when he is unable to find employment because of economic and social 
frees beyond his individual control, that worker is victimized. And 
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I say that a person who only understands unemployment in terms of 
statistics doesn’t remotely understand the emotional stress, the sense 
of frustration, and the loss of dignity and purpose suffered by a worker 
who is unemployed, whose kids are hungry, and who is willing to do 
anything to a them with the basic necessities of life, yet whom 
society somehow has denied the opportunity to earn the basic neces. 
sities of life. 

When an individual cannot cope with these forces, then that indi- 
vidual has the right to expect that the whole of society, through the 
instruments of government at every level of our governmental struc- 
ture, will help to find answers to the problems. 

We in America have all the resources, we have all of the technical 
know-how to provide full employment and full production in peace- 
time. All that we lack is the leadership, the will, and the seuse of 
urgency to begin to mobilize resources to meet the human need. 

omehow we have not comprehended that halfway and half-hearted 
measures and policies of too little and too late, which we all under- 
stand are inadequate to meet the challenge of war, will prove equally 
inadequate to meet the challenge of peace. 

I think that we need to establish some national priorities, put first 
things first, and then try to find how we can commit our resources to 
the achievement of this list of priorities. 

We are in trouble economically because in a period when our de- 
mands are great and when we need to be expanding we have eco- 
nomic stagnation, and instead of growing, the economy has drifted. 

From the period of 1947 through 1953 we grew at a rate of roughly 
4.6 percent. But from 1953 through 1958 we grew at a rate of 14 
percent. This chart reflects the tragic discrepancy between our pro- 


ductive capacity, which is indicated by this upper line, the solid line, 
and what we did with that production, when actually at this low line 
in 1958 we were utilizing roughly 63 or 64 percent, we had a third 
of our productive capacity standing idle. 

(The chart referred to follows :) 





“persn{pe Ajjeuoseag q 
‘potied yo pug » 
“(2 “q ‘uouryse unaying aasesay posepay ‘uiaiskg aaiasoy [es0peg 
2y3 JO SIOUIZAOS) JO psvog ‘6S6I ‘tudy ‘Kaaang pip -mesjopy ponuuy YyiZ 1 * juoudinby pue yueyyg May 103 suetg ond. eunes 
y0ede7) = 
veronpeny = : 


SS6t esét 


mM 
a 
w 
2 
9 
rs 
Aa 
M 
A 
= 
Pp 
3 
E 
fal 
é 


(O01 = S61 ‘s2°rpuy) 
89381G peiUy ey UI ,UONONpolg pues ,{qoREdeD ZuLmioEjnUeW| 





1042 UNEMPLOYMENT PROBLEMS 


Mr. Reuruer. The mayor truly says we have a terrific problem jy 
Detroit, yet every major city in America can duplicate the problem 
he talked about—inadequate educational budgets, welfare problems, 
housing problems. The answer lies in the gap between the unused 
capacity of America and the potential capacity. That means unused 
capacity, unused tools, unused workers. Only as we find the way 
to fully utilize our potential productive capacity in terms of tools 
and manpower can we have full employment and can we meet those 
tragic deficits which every level of our governmental structure is ex- 
periencing, whether it be in education, housing, health, or any other 
items. 

Our economy has been stagnant. And why has it been stagnant?! 
Is it because the engineers Too't know how to make things? Is it 
because the workers are unwilling to work and create the wealth that 
we need? No. It is because we have been corrupted by complacency. 
We just have lacked the will to do the job. It seems to me that this 
is the thing that has to be driven home, that America must somehow 
get on with the job. 

The people in the labor movement have said many, many times that 
the key to growth and expansion in our free economy is the achieve- 
ment of a Toaaahie balance between expanding productive power and 


expanded purchasing power. What good is it to expand productive 
power if the purchasing power to create demand, to keep that pro- 
ductive power in action is lacking? 

This problem has long been with us. When the Federal Government 
pursues policies that recognize this problem and tries to encourage 
governmental and private action that will narrow the gap between 

roductive power and purchasing power, then we keep the relationship 


tween potential and actual production within manageable propor- 
tions. But when you look at what hapened in the last 69 months of 
the Truman administration as contrasted with the last 69 months of 
the Eisenhower administration, you can see the impact of a different 
governmental policy. The Eisenhower administration has been more 
concerned with balancing the budget than with balancing the economy. 
And anybody who knows anything about economics knows that the 
best way to be certain that the Federal budget will be balanced is to 
see that the family budgets of the American people are first balanced 
by having full employment and full production. 

This chart shows that unemployment was less than 4 percent in 38 
months of the last 69 months of the Truman admnistration. But un- 
employment was less than 4 percent for only 1 month of the last 69 
months of the Eisenhower administration. 

(The chart referred to follows :) 
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Mr. Revruer. The next set of bars deals with unemployment, levels 
of 4to 4.9 percent. In 15 months of the last 69 in the Truman admin. 
istration, unemployment was in that range, from 4 to 4.9 percent. But 
in the Eisenhower administration we had unemployment of more than 
4 up to 4.9 percent for 37 months of the last 69 months. 

And then unemployment of 5 percent and more—and it ought to 
be pointed out, as Mr. Mitchell eats his hat—I think that the lesson 
would have come home much more effectively if there had been less 
frosting on the cake—but if you adjusted the October figure on a 
seasonal basis and set aside all of the economic impact of the steel strike, 
you would find that it falls in the category of 5 percent. So this is 
nothing to get excited about. 

What are the facts? In this period, contrasting the last 69 months 
of the Truman administration as compared with the last 69 months 
of the Eisenhower administration—in the Truman administration 16 
months of the last 69 were in the 5 percent or more category. But 
31 months of the Eisenhower administration experienced 5 percent or 
more of unemployment. 

These are the tragic results of governmental policy which emphasizes 
and exerts the pressures in the wrong direction. And this creates the 
climate in which there is stagnation, failure to grow and expand, 
failure to achieve the dynamics of expanding productive power and 
expanding purchasing power. This is a blueprint for economic stagna- 
tion and unemployment. And those are facts that are there; you 
can’t rewrite history in America too easily, although there are some 
places in the world where they are able to do that. 

We are the richest country in the world in terms of material re- 
sources, in terms of productive technology, and yet we devote a smaller 
percentage of our gross national product to education, to facilitating 
the mental growth of our children than any other major country in 
the world. e Soviet Union is spending three times as much of its 
national budget as we are on education, for a different purpose, but the 
effort is being made. Even India, which has a per capita income of 
less than $65 per person per year, is spending a higher percentage of its 
gross national product for education than we are. 

en you say to some people, we ought to have more money for 
schools and better housing and better health and medical care and 
all of the other things that would make life better and the future of 
America more secure, people say, “These are all fine and wonderful 
things, but we can’t afford them, don’t you know, we already have a 
big governmental deficit, and we just can’t afford all of those things.” 

The thing is, we can afford them if we have full employment and 
full production. 

Take the period from 1953 to 1958 and consider what we should 
have achieved then in the growth of the economy. No one can chal- 
lenge the fact that our economy is capable of a minimum 5 percent 
annual rate of growth. I happen to believe it can do more than that, 
but we project all of our economic data upon a 5 percent growth 
rate. The Rockefeller brothers fund report has pointed out that it 
can be achieved. Mr. Dillon, the Under Secretary of State, recently 
made a speech in which he said that we have to achieve at least a9 
percent rate growth if we intend even remotely to keep up with the 
Russians in terms of industrial production. But when you take what 
we did and what we should have done, you find in the period from 
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1953 through 1958 that by failure to achieve economic growth and 
expansion, by economic stagnation, we lost. $200 billion. This is 
where the mayor of the city of Detroit has to find the money to cover 
his deficits. This is where we have to find the money for education 
and housing and health and a stronger defense and more foreign aid 
and all the other things that we need to be doing. The things that 
we haven’t got can be had by filling this deficit between what we 
didand what we can and must do. 
(The chart referred to follows :) 


CHarT F 


LOOP Cuter 


OROSS NATIONAL 
PRODUCT IN CONSTANT 


PL 
er ea: cage 


1953—1958 


1947 ‘48 “49 ‘SO ‘S51 52 53 "S54 SS 


Data: Council of Economic Advisors 


Mr. Revruer. $200 billion is a lot of money. It means that every 
American family within that period from 1953 to 1958, including the 
amilies that live in the penthouses on Park Avenue, and the share- 
toppers in Mississippi, every American family could have had added 
fioome—about $4,700 for an average family of four—and with that 
income the Federal Government could have had $40 billion more 
wenue. Local and State governments could have had proportionately 
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a larger slice of revenue, because unemployed workers do not subsidize | 
ne of governmental deficits, only full employment can 
o that. 

If you project this deficit into the period of the next 5 years, 1959 
to 1964, we will lose $400 billion—the difference between the 5-percent 
rate of growth and what we shall have done. And that means a loss 
of $8,700 per family of four during that 5-year period at the average 
population level expected. 

ur basic problem is that we haven’t learned to manage abundance, 
We know how to create abundance, we have the resources, we have 
the technology, we have the know-how to create abundance. That is, 
we have the productive capacity. But we haven’t the good sense to 
learn how to manage it by sharing it in a manner that will use that 
potential capacity. 
This problem is essentially a national problem. Go to West Vir- 
nia, Massachusetts, Pennsylvania. You will find there the same 
asic kind of problems you find in Michigan for precisely the same 
economic reasons. 

We have unemployment because of the accelerated rate of our tech- 
nological progress. We need roughly about 214 million new jobs 
every year just to mark time, just to stay where we are, to say nothing 
about new —_ to take care of the roughly 1 million new workers who 
come into the labor force annually. Thus we need roughly 31% million 
new jobs a year to achieve and maintain full employment and full 
production. 

The American labor movement, with few exceptions, is irrevocably 
committed to a policy that favors technological progress. We say give 
us better tools, give us the best and most productive tools that science 
and technology can provide, automation, electronics, the peaceful 
harnessing of the atom. But let us use those tools in the framework 
of programs and policies that will create greater abundance rather 
than unemployment and insecurity. In short, we advocate policies and 
programs to assure the socially responsible use of the new tools of 
production. 

I think that first of all we ought to have some comprehension of 
the technological progress that we are making. Too often manage- 
ment people try to diminish this. This is their way of saying, the 
problem isn’t really as serious as perhaps some of the labor people 
would have us believe. Well, I would like to quote two sources, both 
of which are essentially management sources. First, the Wall Street 
Journal—and no one would accuse that of being a trade union propa- 
ganda organ. In October of last year, the Wall Street Journal ran 4 
story, setting forth what had happened in manufacturing industries 
from 1948 through 1958. In 1948 there were 12.7 million workers in 
manufacturing industries. In September of 1958, there were 119 
million, or a reduction of 800,000 workers. But what happened to 
production? It went up 35 percent. In other words, 800,000 fewer 
workers produced 35 percent more production. 

The American Automobile Manufacturers Association has pub- 
lished a set of figures contrasting 1947 with 1957. In 1947 the auto- 
motive industry produced 4,797,621 cars and trucks, and in 1957 we 
produced 7,220,000 cars and trucks, or an increase in cars and trucks 
of 50.5 percent. 
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They weren’t the same kind of cars and trucks, they were much 
more complicated, they had much more horsepower, they had many 
nore gadgets, automatic transmission and power brakes and many 
iher things. But in unit numbers, the increase in production was 
0.5 percent. 

What happened to the work force? BLS figures on employment 
ay that in 1957 there were 18,700 fewer production workers produc- 
ing 50.5 percent more automobiles. This is what is ee And 
itis happening in every phase of American industry. I grew up in 
the steel industry, in the coal mining regions. I can remember when 
Iwas a kid the old fashioned steel mills, where a fellow took a piece 
of steelplate out of the mill with a pair of long tongs, and slid it 
ing to a roller and the roller’s he per, and they —— to put it 
through the rolls, and the roller would keep ag ms the roll down, 
ind when the sheet would get long enough they would double it, and 
‘fellow would jump up on top of it with thick shoes. Now he sits 
ina glass cubicle with six or seven dials to tell him what is happen- 
ing, and the steel goes through at 87 miles an hour. This is what is 
happening in America. 

We are not opposed to this technological progress, we are for it. 
We want the best and most productive tools that science can give to 
the American people. But we want to use those tools to create 
ibundance, and we want everyone who contributes to make that 
ibundance possible to share in a relationship that creates dynamic 
gowth and expansion and not stagnation. 


When any group gets more than its share, then another group gets 


kss than its share, and that begins to feed imbalance into the economy, 


ind we begin to get into trouble. 

Michigan has all of the general problems that old industrial centers 
have, But it has these problems in a more acute form, because no 
ther major industry in the history of America has been as highly 
oncentrated in cnn State as was the automotive industry in the State 
of Michigan. 

Therefore, we felt more keenly the impact of the national trend of 
decentralization, as plants were built near new markets and nearer the 
swurces of raw materials. 

When the steel industry was operating under its old pricing system, 
fore the Supreme Court made its historic basing point decision, 
nost of the stamping plants in the automotive industry were located 
inthe State of ikigen. Then the Supreme Court upset the old 
icing structure, relating the price of steel to the source of supply. 
At that point the automotive industry, with its stamping plants in 
Detroit and basic steel located elsewhere, was penalized. So the auto- 
notive industry moved its stamping plants to Pittsburgh, to Buffalo, 
» Twinsburg, to be closer to the source of steel. 

Now, that had nothing to do with Michigan, and everything to do 
mth an economic fact that flowed from a Supreme Court decision 
‘warding the price of steel. 

There was a time when practically all cars were assembled in 
lichigan. Then company after company began to shift the assembly 
if automobiles to areas where the demand for cars developed, and 
vhere the market existed. 

This is a perfectly logical thing. Nobody ought to say, “Quit doing 
that economic commonsense dictates.” Obviously it is better to 
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assemble a motorcar in California to serve the west coast market, 
It is better to assemble a motorcar on the east coast to serve the 
east coast, market. Nobody can object to that,..The trouble is that 
when Michigan has a problem, as other States have problems, for sound 
economic reasons, people unfortunately play politics with the problem. 

Economic problems, as we all know, are of a stubborn character, 
Any amount.of propaganda will leave them unsolved. They will 
yield only to rational, intelligent, economic acts, and not to political 
propaennde. Unfortunately there has been a propaganda campaign 
in America—General Electric Corp. is very active in waging this 
propaganda war—with respect to creating a favorable business 
climate. Now, I am in favor of a favorable business climate. But 
the problem is that some people’s definition of what constitutes a fa- 
vorable business climate is quite different from other people’s. 

I think that this campaign for what is called a fair business climate 
is essentially a campaign to block social progress. The campaigners 
are against aid to education, they are against adequate unemploy- 
ment compensation, they are against Federal aid to distressed areas, 
They aren’t fighting for a favorable business climate, they are trying 
to use this slogan to block essential social legislation needed to meet 
and overcome serious deficits in the needs of the American people, 

The State of Michigan has been victimized by this propaganada, 
perhaps, more than any other single State. I would like the com- 
mittee to look at the material set forth in this supplementary issue 
put out by the Detroit Times, entitled “The. Real Truth About 
Michigan,” because I think it sets forth the facts about the situation 
in Michigan as contrasted to the progaganda. 


(The material referred to above follows:) 


THE REAL TRUTH ABOUT MICHIGAN 


Here—the entire series of thought-provoking articles reporting on Michigan's 
economic climate, exactly as they appeared in the Detroit Times in March 1959 


How TuHey LIED AND SLANDERED 


To the reader: Today’s article by John Creecy and the articles to 
follow are being presented by the Detroit Times to put certain things 
that are being said about the State of Michigan into a realistic 
perspective. Any interpretation that these articles are a defense or 
an attack on any political party or individual would be completely 
false. The only bias conceded by the Times is partiality to the real 
truth about our State and city —Tne Epiror. 


(By John Creecy) 


“You gotta be brave to move to Michigan.” 

Se,goes the word among today’s industrial pioneers—the men who decide 
where new plants shall be built. 

So went the word a century and a half ago—when a $5 bounty was offered for 
the scalp of any American settler, of any age or sex, who had the temerity to 
move into Michigan. 

There were many brave ones then. There doesn’t seem to be too many brave 
ones now. 

Whenever one ventures this way, through the dark forest of economic uncer- 
tainty, pranksters in scaremasks pop up from the bushes and whisper the chill- 
ing phrases: 

“* * * Welfare State * * *” 

“* * * Unhealthy business climate * * *” 
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And. with a flourish of, their ghostly sheets they intone the three witching 
names : 

“* * * Williams * * * Hoffa * * * Reuther.” 

Like any good Hallowe’en stunt, this is fakery. 

But—like any good Hallowe’en stunt, it can be pretty terrifying. It can be 
scary enough to make the victim trip over his own feet in headlong flight. 

It started, apparently, as good clean fun. But it’s gone pretty far. Somebody 
could get hurt. 

In fact, it seems clear Michigan already has been hurt. Over the last year or 
two our State has failed to show the industrial gains that reasonably and logi- 
cally should have come our way. 

Some disturbing charges have been made against Michigan—its economic “cli- 
mate’”—its labor situation—its tax structure. 

Williams, belatedly, has refuted some of them. 

Others have been cleared up by census data and other objective reports. Some 
of the sources that were spreading calumnies about Michigan have come up with 
polite retractions. 

But the facts seem to bear relatively little weight. 

Most of the damaging charges against Michigan never were true. The harm 
was done because. people were led to fear that they were true, or that they might 
become. true, 

Let’s review the charges. 

Then, in this series to which several Times writers will contribute, let’s take a 
detailed look at the truth. 

The result, we believe, is no gloomy picture, but a bright one for Michigan’s 
future. 

First, let’s look squarely at that magic incantation “unhealthy business cli- 
mate,” which has done so much lately to ward off prosperity for Michigan. 

Turn it over carefully. Don’t be frightened. 

Remember when it first came to widespread attention? It was about a year 
and a half ago. 

An air rifle firm in Plymouth notified its 700 employees it was moving to 
Arkansas. 

Williams hadn’t done anything to the owner, except fail to reappoint him to 
the State aeronautics commission. 


THE WORKERS MIGHT JOIN THE UNION 


Hoffa and Reuther hadn’t done anything to the company. The employees were 
nonunion. 

But they were making $2.24 an hour, counting fringe benefits. And if the 
wages were reduced there was danger that they might join a union. 

Down in the Arkansas hills, the owners felt, they could find people willing to 
work for $1 an hour less, who would be able to meet the company’s standards. 

So they moved—and all over the United States the case is being cited by edi- 
torial writers and other spokesmen as exhibit No. 1 in the case against Michigan’s 
“business climate.” 

There had, it is true, been complaints from other industrialists to the effect 
Michigan taxes on industry were out of line with those in other States, and were 
discouraging the location of new plants here. 

What State, what city, hasn’t had such complaints? 

And what State wasn’t jealous of Michigan, the acknowledged champ of the 
industrial league? 

Every such complaint was a great break for Michigan’s rivals. 

Drumbeaters for competitive States picked up such things, magnified them, 
put them to use as propaganda to lure plants to their States. 


OUR TAX CRISIS ADDED DRAMA 


Then came Michigan’s current “tax crisis.” 

It added drama and an air of plausibility to the propaganda barrage of our 
rivals, 

It mattered not at all that other States were facing tax troubles, too, that 
about four States out of five faced siuations similar to Michigan’s. 

In most cases these other States tackled the problem, as every State in the 
Union has countless times tackled the same chore. And they worked out solu- 


47557—60—pt. 3-18 
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tions, as Michigan could easily have done if the Governor and legislature had 
worked together. 
Pn our politicians—on both sides—played right into the hands of the riya] 
tes. 

They staged a boyish brawl that, while leaving the home folks unimpressed, 
tended to scandalize the neighbors. 

Sanctimonious fingers were pointed from some of the most unlikely quarters, 

From smogbound California—where the taxes are really something to scream 
about—came the unctious prate that “things have grown blacker and blacker in 
Michigan as the State moved farther and farther into the red.” 


SMUG SERMONIZING IN HARTFORD 


With a doleful shake of its ancient head the Hartford (Conn.) Courant ser. 
monized on the downfall of Michigan’s Governor and expressed grave doubt 
that “even now, with the State treasury empty, he sees any error in his ways.” 

And the Chicago Tribune: 

“Gov. Soapy Williams’ Michigan welfare State is bankrupt, in fact, from 
overspending its revenue.” 

The Kansas City Star likewise finds text for a sermon in Michigan’s plight: 

“* * * so the bubble of the welfare State bursts, and as it does, we see a 
pointed lesson for the Nation. * * *” 

Kansas City, the home of the late Boss Pendergast, has always considered 
itself a good judge of efficient government. 

As the Los Angeles Times sees it: 

“* * * 9 substantial rise in population accounts for part of the 100 percent 
increase in State spending during Williams’ regime, but the remainder is due to 
the highly advanced concept of paternalism in which the State has greatly in- 
creased its support of various welfare programs and taken over the responsibil- 
ities of local governments.” 

(Statistics: In Michigan, State and local taxes total $181 per citizen. In 
California they total $237 per citizen, according to the latest report of the U.S. 
Department of Commerce. ) 

The so-called 100 percent rise in Michigan’s budget is a recurring theme in 
the many outstate newspaper and national magazine articles that have dealt with 
Michigan conditions. 

The U.S. News & World Report says: 

“Over the past decade—the years in which the Williams administration has 
been in office—total State spending has gone from about $500 million annually 
to more than $1 billion.” 

Then look a few pages further back in the same (February 13) issue of the 
same publication. 

Without reference to Michigan, it discloses that State spending—for all 
States—now totals more than five times as much as it did in 1946. 

And it says: 

“Put your finger anywhere on a map of the United States and odds are that 
you'll find a State in serious financial difficulty. 

“The chances are about 4 to 1 you will point to a State in which people are 
about to be asked to pay higher taxes, perhaps sharply higher ones. 

“State spending is soaring * * * Deficits in State budgets are common.” 


COSTS LESS IN MICHIGAN 


But as a starter, let’s take a look at the most prominent anti-Michigan allega- 
tions, and see how they hold up under preliminary examination: 

Indictment No. 1—Michigan is a “welfare State.” 

That is a potent brickbat to throw ata rival. What does it mean? 

Does it mean public welfare in the standard conventional sense: “Institu- 
tional and non-institutional aid to the needy’? 

If so, there’s no need to be vague. A new U.S. census report shows what this 
cost—in terms of both State and local taxes—for each Michigan citizen, and for 
the citizens of every other State. (The figures, latest available, are for 1957.) 

Welfare cost each Michigan citizen $16.30. 

It cost each Ohio citizen $17.71. 

In Arkansas, where some businessmen dream of finding respite from the 
welfare state, it was $19.17. 

In California, where they are so shocked over Michigan’s plight, the welfare 
eost for each citizen is $29.19. 
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And in Oklahoma it is $47.73. Anyone for Tulsa? 

Among all the States, Michigan ranked 34th in this respect. 

Indictment No. 2—Taxes are out of line. 

Again let’s take a look at California. That State is enjoying a huge indus- 
trial boom, while businessmen are asked to tremble in fear at the thought of 
Michigan taxes. 

California is the most heavily taxed State in the Nation. The average citizen 
pays $237.87 in State and local levies, according to the latest census study. 

In New York the average citizen pays $229.31. 

In Wisconsin, famous for the Kohler Co.’s war against the unions, it’s $184.47. 

Michigan? It’s $181.13 per citizen. We rank 12th among the States in this 
regard. When taxes are considered as a percentage of personal income we 
rank 31st. 

HAS MEN AND MATERIALS 


Indictment No. 3—Unhealthy business climate. 

If this diagnosis has any validity at all, it would seem to concern mental 
health rather than physical health. 

Until recently, Michigan was acknowledged to have just about the healthiest 
business climate in the world. Its tremendous resources of technology, skilled 
manpower, finance, and management produced sensational results. They still 
can. They will—once the goblins are exorcised. 

A big element in the fear, one astute business analyst observes, is that labor 
leaders Reuther and Hoffa are linked with Detroit in the mind of the average 
outstate businessman. 

He gets an unpleasant psychological reaction—though his conscious mind well 
knows that Jimmie and Walter are omnipresent on the American industrial 
scene, and that they aren’t likely to bother him any more in Detroit than they 
would in Wetumpka, Ala. 


PusBLic SERVICE—THANKS 

Tothe TIMES : 

Your series on Michigan’s economic climate has been a wonderful thing. Not 
util it appeared, was it apparent how long and how urgently it has been needed. 

It is harder than most outsiders realize for papers to execute their public 
service function, but here is one opportunity you ably seized, in spite of the 
possible risks. 

SauL SHIEFMAN, 
Saul Shiefman and Associates. 


Business BY Brxtions Is Drawn IN 


To the reader: Today’s article by James Boynton and other 
articles in this series are being presented by the Detroit Times to put 
certain things that are being said about the State of Michigan into 
a realistic perspective. Any interpretation that these articles are 
a defense or an attack on any political party or individual would be 
completely false. The only bias conceded by the Times is partiality 
to the real truth about our State and city —THE Eprror. 


(By James Boynton, Detroit Times financial writer) 


If Michigan has lost its dynamic aggressiveness—if Michigan’s economic glories 
are all of the past and none lie ahead, someone should tell : 

The big three of the automobile world, which has invested in excess of $314 
billion in Michigan facilities since 1950. 
i Someone should tell the 3 million additional people who will be living in this 
State by 1975, according to Bureau of the Census forecasts, a population growth 
exceeding that of all States with the exception of California and Florida. 

Someone should tell Brunswick-Balke-Collender Co., which is pouring several 
millions of dollars into a new pinsetter plant that will give Muskegon an annual 
Payroll of $4 million and into a new school furniture plant in Kalamazoo. All 
this, after considering locations in fllinois, Indiana, and Ohio. 

A modern Paul Revere perhaps should start out to spread the alarm to Michi- 
gan cities and towns such as: 
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Ann Arbor: Where Parke, Davis & Co. and the Bendix Aviation Co. are build. 
ing multimillion dollar research laboratories. And where Hoover Ball & Bearing 
Co. and Buhr Machine Co. have just completed big new plants. 

Ecorse: Where the Great Lakes Steel division of National Steel Corp. will 
spend $100 million constructing a new mill. 

Kalamazoo: Where the Upjohn Co. has commenced a $12 million expansion 
ywogram, including what probably will be the biggest office building in the State 
outside of Detroit. Also where the Checker Cab Manufacturing Co. is investing 
$5 million in capital costs in connection with production of its new passenger car. 


WORLD’S RICHEST MARKET 


Grand Rapids: Where the Bissell Carpet Sweeper Co., Lear Inc., and Blanding 
Paper Products are expanding to take advantage of being in the midst of the 
Great Lakes market, the richest in the world. 

Someone, too, should warn Walker Cisler, president of the Detroit Edison Co.. 
Dan E. Karn, president of Consumers Power Co.; William Day, president of the 
Michigan Bell Telephone Co., and Henry Tuttle, president of the Michigan Con- 
solidated Gas Co., who have announced their companies will spend several hun- 
dred millions dollars getting prepared for a bigger, more prosperous Michigan. 

Detroit Edison is embarked on a $3 billion 5-year expansion program, with 
$68 million to be spent this year. 

Michigan Bell Telephone Co. is expanding at the rate of $75 million a year. 

Michigan Consolidated Gas Co. recently announced it would spend $30 million 
in addition to another $20 million for its new office building in the civic center. 

Consumers Power Co. this year will make the largest capital expenditures in 
its history—117%% million. 

General Telephone Co. is spending $12.8 million on 1959 expansion. 


TIME TO CROW, NOT CLUCK 


Seriously, though, all this is why Merritt D. Hill, general manager of Ford 
Motor Co.’s tractor and implement division, recently said the people of Michigan 
should be “crowing instead of clucking.” 

Michigan people have been jarred in recent months by an avalanche of vilifica- 
tion and misrepresentations about its industrial climaté and charges that the 
State is headed for virtual bankruptcy. 

They have heard a lot of fantasy and a lot of twisted information. 

And that talk has taken its toll because Detroiters especially, who have been 
used to having their city lauded as the mass production capital of the world, 
are not used to a pessimistic approach. ; 

But there is nothing to justify pessimism. The best proof can be readily seen 
by anyone on a few hours drive about Detroit. 

On Van Dyke, in Warren, stands the new billion dollar-General Motors Tech- 
nical Center. There are 300 acres of buildings which represent the heart and 
will of the worldwide General Motors empire, on 900 acres of land. There's 
nothing in the world that can match it. 

In addition, General Motors has poured another billion since 1950 into 23 
million square feet of new plants or additions to existing plants in metropolitan 
Detroit, Flint, Grand Rapids, Grand Blanc, Saginaw, Lansing and other Michigan 
points. 

In Dearborn there’s a collection of new office buildings bigger and more eye 
appealing than those in downtown Detroit. 

The ultramodern Ford central office buildings from which Henry Ford II and 
Ernest R. Breech run the Ford empire, just off Michigan and on the American 
Road, has 950,000 square feet of 12 stories. That’s more space than there is in 
the Penobscot Building (800,000 square feet), Detroit’s majestic skyscraper. 

The new Ford.division office building at Southfield and Rotunda Drive, com- 
pleted in 1957 is bigger (450,000 square feet) than the Guardian (400,000) and 
the Buhl Building (316,000). 


OVER A BILLION IN NEW BUILDING 


Ford has a third relatively new office building in the Rouge manufacturing 
staff building, 360,000 square feet. But this is dwarfed in space by the 12 new 
buildings in the research and engineering center, a program completed only last 
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year. The new construction totals about two-thirds of the 3,300,000 square feet 
occupied. by the center. 

Ford Motor has spent well over $1 billion on new construction in the Detroit 
area since 1950, three-quarters of which has been packed into the period 1952-57, 
inclusive. 

Ford’s postwar capital expenditures through 1959 total $2.7 billion. 

If you want to see what vast sums like this look like in brick and mortar, 
drive by the new Mercury plant in Wayne, 2 million square feet; the new 
lincoln plant at Wixom, 1,785,000 square feet, where Lincolns, Continentals, 
and Thunderbirds roll off the assembly line; the new chassis parts plant in 
Sterling Township, completed 3 years ago and comprising 1,856,000 square feet. 


CHRYSLER BUILDS FOR FUTURE 


In the last 5 years, Chrysler Corp. has built a new Amplex plant and a new 
engine plant in Trenton, a new MoPar plant and a new training center in 
Center Line, as well as a new proving ground at Chelsea. 

Chrysler has spent half a billion in the Detroit area increasing capacity since 
1950 through new buildings and acquisitions, including the Briggs Manufacturing 
plants. 

Despite the obvious fact that the world’s biggest industry has spent $3 bil- 
lion in connection with long-term programs, the campaign against Michigan 
continues. 

It is impossible to be everywhere to answer all misconceptions. 


AMBASSADORS STRIKES BACK 


Appreciating this fact, the Michigan Industrial Ambassadors Corp. (200 busi- 
ness and professional men leaders, appointed by the Governor) has adopted a 
positive approach—selling Michigan for what it is—the richest industrial State 
in the Nation, and its advantages, such as: 

Market: Goods can be trucked overnight out of most major Michigan cities 
to 40 million people in the United States and Canada, the richest concentration 
of wealth in the world, contributing nearly one-third of the gross national 
product. Right here in Michigan, they can deal with the largest percentage of 
homeowners in the United States, who enjoy the fruits of Michigan’s holding 
first place in total income derived from manufacturing. 

Population: Michigan’s population is growing faster than any other State 
except California and Florida. By 1957 the State’s population will increase 
3 million over the 1955 total. Since 1954 the State’s population has increased 
24 percent, and the accent has been on youth, with more than 42 percent of the 
population increase being persons less than 20 years. In the Metropolitan De- 
troit area alone there’s a concentration of 3,900,000—$5 billion retail market. 

Skills: Michigan has a large pool of skilled labor, the largest in the world. 
It has technicians who know how to master mass productions and who are 
experts at automation. A new company can come into Michigan and swing into 
almost immediate operation. 


THERE’S MONEY ENOUGH FOR ALL 


Banking: As a banking capital, Detroit banks are in a position to handle 
ilmost unlimited financial requirements. In recent years Detroit has passed 
Philadelphia and Los Angeles in volume of bank debits (check volume) to indi- 
vidual accounts, the best single measure of overall business. Only New York 
ind Chicago top Detroit in this respect. Savings deposits also are at a new 
high and banks have ample funds to lend. 

Seaway: The seaway will provide Detroit with good, fast, cheap transporta- 
tion, particularly for raw materials, such as iron ore. It also will boost Detroit’s 
already leading position in foreign trade, which last year exceeded $2,073 millions. 
_ Water : Water has become a big factor in industrial location and Michigan 
‘stops in that respect. It has plenty of water for industrial users who use huge 
amounts of water daily, such as the chemical and steel industries. 

Education: Michigan contributes more of its tax revenues to higher education 
than any other State in the Union, a point that must appeal to new settlers in the 
State, Michigan’s professional schools also are turning out each year hundreds 
% potential leaders in the professions, business and industry. 
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Laups TIMES FoR TRUTH 


LANSING, March 24.—Representative Edward Jeffries, Democrat, of Detroit, 
last night commended the Detroit Times for its series on the “Real Truth of 
Michigan.” 

In a speech to his colleagues on the floor of the house, Jeffries declared : 

“I brought 150 copies of the Detroit Times to this chamber. 

“I would like to commend this paper for bringing to the citizens of Detroit 
and Michigan the real truth about industry doing business in the State of 
Michigan. 

“I believe that after every member of the legislature reads this article, maybe 
men — get down to business and do something for the people of the State of 
Michigan.” 


SPARKING A NEW PRIDE 
To the TIMEs: 

I found your recent article relating to Michigan’s transportation future ex- 
tremely interesting as well as informative. 

By tracing our State’s transportation history, pointing out the steady progress 
we have made in the air, land, and sea, your article should prove of great benefit 
in clearing up confusion as to the outstanding position Michigan holds in rela- 
tion to other States. 

Your article should certainly spark a new pride by the citizens of Michigan for 
their State. 

Merritt D. Hm, Ford Motor Co. 


Let TuHOosE Bricks Fai 
To the TIMEs: 
How refreshing to sit down and read one true item about “The Truth About 
Michigan.” I’m speaking of the article in the Sunday Detroit Times by John 
Creec 


v. 
I’ll always be a Times reader because your paper lets the bricks fall where 
they may—and you give the truth. 

Thank you. 


Mrs. VERBAL GAVULOR. 


REUTHER WILL Bet BILLION ON STATE 


To the reader: For a long time now wherever the names of Michigan 
and Detroit appear in newspapers and magazine they are attached to 
a group of slurs about economic climate, welfare state, etc. One of the 
names with which Michigan is beaten is “Reutherism.” To clear up 
the question whether there is a problem here that is unique to Michigan 
the Times went to the man—Walter Reuther. No inferences should be 
drawn from this article that it is a commitment by this paper to the 
views of the labor leader one way or another.—THE EpITor. 


(By Jack Crellin, Detroit Times labor writer) 


UAW President Walter P. Reuther is willing to bet a billion dollars on the 
economic and industrial future of Michigan. 

The man around whom much of the controversy swirls when people discuss 
Michigan’s so-called business climate, is the first to admit the State is in the 
midst of an economic crisis but he vehemently denies it bears a union-made label. 

He attributes Michigan’s temporary plight to decentralization, automation, and 
the loss of defense work, and the Republicans. 

But even these, he argues, are more than offset by the positive promises of 
the future. 

This is a subject Reuther dearly loves to discuss. 

He gets up from his kidney-shaped desk, unrolls a huge wall map of the 
United States, and starts to talk. 

“Look where Michigan is situated—right in the heart of industrial America,” 
Reuther declares, bracketing an area from the east coast as far west as Kansas 
in his outstretched arms. 
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“There is not a State in the Nation which has a larger reservoir of skilled 


manpower. 
UNLIMITED WATER RESOURCES 


“We have unlimited water resources at a time when water is becoming 
increasingly important to industry. 

“Our transportation facilities are without rival. We have the railroads and 
the Great Lakes. The St. Lawrence Seaway will bring the whole world to 
our door. 

“We are the second fastest growing State in the Nation populationwise. The 
only one ahead of us is California. 

“We have all the elements needed to make tremendous economic progress.” 

These are some of the reasons why Reuther, as we said earlier, is willing to 
bet a billion dollars. 

That’s how much is currently held in trust in pension funds for VTAW members 
who are employees of the automotive Big Three—General Motors, Ford, and 
Chrysler—and allied industries under contract to his union. 

Reuther would like to see some of those dollars put to work right here in 
Michigan. 

MILLIONS FOR LOCAL PROJECTS 


So long as the investments are considered sound, Reuther said he saw no 
reason Why millions could not be pumped into worthwhile local projects such 
asindustrial rehabilitation, housing, medical facilities, ete. 

At present at least 53 percent of the money in the funds is tied up in fixed 
income investments such as bonds, notes, and real estate. Another 45 percent 
isin common stock. 

Latest reports at Solidarity House, UAW headquarters, show real estate in- 
restments alone amount to $389 million. 

This latter is a sore spot with Reuther. 

He says mst of it has been sunk into luxury housing projects in the East when 
it could have served an even better purpose—and could have been earning the 
same return—had it been invested here in Michigan. 

And that is where the hitch in Reuther’s offer comes in. 

The funds are rigidly controlled by trustees named by the various companies. 
The union, through its own choice when the funds were first established, has no 
voice in how they are invested. 

Reuther tried to crack this barrier in last year’s negotiations with the auto 
industry. He asked that just a small percentage be allotted to worthwhile civic 
projects. The campaign was not successful but he has not given up. 


MONEY BELONGS IN MICHIGAN 


“Between 40 and 50 percent of the UAW’s membership is in Michigan,” Reuther 
says. “That money belongs to our people. It does not belong to either the 
companies or the trustees. 

“We are not trying to dictate how it should be invested. We merely say that 
ifa builder in Long Island wants $20 million and a builder in Detroit wants the 
fame amount consideration should be given first to the Detroit request.” 

Some idea of what Reuther’s plan would mean to Michigan and Detroit can 
te gathered by considering a bill proposed in Congress by Senator Paul Douglas, 
Democrat, of Illinois. The Douglas bill, which Reuther is supporting vigorously, 
would provide only $389 million of Federal funds to aid distressed unemployed 
areas in the way of loans for new industrial building and equipment. 

Michigan’s share would be about $17 million, according to one estimate. 

While seemingly a drop in an immense bucket, people like Governor Williams 
ind Mayor Miriani agree that even that would help. 


EMBITTERED BY SMEAR CAMPAIGN 


Reuther is bitter about what he calls the “smear Michigan” campaign. He 
‘ys it is strictly political, probably would not even have occurred had there 
been a different Governor—a Republican—in Lansing. 

“The people responsible,” he says, “have done a great disservice to our State. 
They have hurt us with their untruths and distortions.” 

What about taxes? Will tax increases proposed by Governor Williams and 
Sipported by the UAW drive industry out of Michigan? 


, — says Reuther. “There are 30-odd States in which the tax burden 
8 greater. 
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“Besides if claims about the present taxes were true the Republicans would 
have to assume the blame because they are the ones who were in control and 
passed the tax laws.” 

In the same breath he points out that one national magazine which went to 
great lengths to prove Michigan was on the financial rocks, in the same issue 
reported that at least 75 percent of the other States are also having trouble. 


UNEMPOYMENT COMPENSATION ISSUE 


Reuther minimizes the effect liberalization of the unemployment compensation 
law would have here. 

“In this respect, Michigan is just catching up to many other States,” he says, 

Even the recent decision of the Democratic-controlled Michigan Supreme Court 
under which employees of a multiplant corporation were held eligible for jobless 
benefits if idled by a strike in one of the plants is not so revolutionary as it 
might seem, according to Reuther. 

He says a survey shows the ruling would have been the same in at least 37 
other States. 

What about charges the UAW, through insistence on so-called pattern settle. 
ments, has driven smaller employers in the State out of business? 

“We have never attempted to mechanically apply a rigid economic pattern,” 
Says Reuther. “Neither have we been willing to subsidize inefficiency on the 
part of management. Wherever there have been sound economic reasons that 
justified a less-than-pattern settlement we have gone along.” 

He cited contracts showing the union, in the case of some employers, has made 
radical adjustments, in some foregoing increases and, in a few, even accepting 
‘wage cuts. 

“For obvious. reasons we don’t try to make headlines out of.such incidents,” 
Reuther commented with a grin. 


THEY’RE WHISTLING IN THE DARK 


Employers who claim they are moving out of Michigan to escape high wage 
rates are whistling in the dark, Reuther said. 

“The small guy might be able to hide out for a while in a corner of Arkansas 
but eventually his plant is going to be organized and he is going to have to pay 
a living wage,” Reuther said. 

Reuther insists that wage levels insisted on by his union and others are nota 
Teal factor here in Michigan. 

“Ford plants pay the same rate for the same work regardless of where they 
are located in this country,” Reuther pointed out. ‘The differential between 
General Motors plants is only a matter of pennies. 

“People who claim the auto industry is leaving the State because of the union 
just make themselves look ridiculous. 

“The reason for the shift is economic. The companies are decentralizing to be 
‘closer to both their sources of material as well as their markets.” 

Reuther thinks the fact the UAW is a large organization is good for both the 
State and the country. 

“Being big we can carry out our contractual commitments,” he says. “Sure 
we have disputes but balance them out against our record of stability and you 
get an entirely different view of the situation. But our critics don’t talk about 
those things. 

COMMENDED BY WAR LABOR BOARD 


“Why during World War II we were publicly commended by the head of the 
War Labor Board for having the best record of stability on war production in 
General Motors plants of any union in any major industry in the country. We 
are proud of that record.” 

It is his opinion that the auto companies, with the possible exception of Amer- 
ican Motors President George Romney, share his feeling that it is good business 
on their part to deal with a big union. 

Reuther is justifiably concerned about the fact there are upwards of 300,000 
unemployed in Michigan. 

He points out, however, much of this is traceable to a shift in the country's de 
fense needs. Since 1953, he says, 189,000 defense jobs have been wiped out 
because of the emphasis on aircraft and missiles rather than on tanks and other 
types of ordnance. 
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EAGER TO FREE PENSION FUNDS 


One of the keys to solving the State’s unemployment dilemma, Reuther said, 
js the diversification of industry. Hence his interest in freeing pension funds 
and winning support for the Douglas bill. 

What about claims that he controls Governor Williams? 

“Nothing could be more ludicrous. I actually see him only three or four 
times a year and then usually on a public platform. I have never sought to in- 
fluence him and he has never sought my advice. 

“J think that if anyone can control a person in public office he isn’t worthy of 
holding public office. If I thought I could control Soapy Williams I would be 
opposed to him.” 

Reuther would like to see industry, labor, and government tackle the problems 
of Michigan in a joint endeavor. 

“And we can make progress if we work together,” he says. 

“The UAW is willing to sit down with anybody at any time. We have been 
willing for years.” 

Because Detroit is its home town, the UAW takes a particular interest in in- 
dustrial rehabilitation. 

Reuther pointed to the fact that where the city took the initiative and began 
toclear the way for light industry in the Milwaukee-Junction area it has more 
applicants than land available. 

He agrees that there will probably never be as many industrial jobs available 
asin the heyday of the auto industry, but he adds: 

“By industrial rehabilitation we can bring industry in here and maintain the 
city’s tax base. 

“Industry wants to come here—don’t let anybody kid you about that—but the 
sites are just not available.” 


Conaress ReEaps Asout Us 


WASHINGTON, March 26.—Representative John Bennett, Republican of On- 
tonagon, announced today he would insert the current series on Michigan’s 
economy running in the Detroit Times in the Congressional Record. 

Bennett applauded the Times for trying to correct misleading impressions 
about the economic climate in Michigan. He said he would insert the series 
following the 10-day Easter recess of Congress. 


Auto FirMs PERMANENT GOLD MINE 


To the reader: Of all the statements given currency by those who 
in envious malice have been knocking the business health of Detroit 
and Michigan, one of the commonest is that the automobile industry 
is deserting the area. Here is an article which weighs this charge 
coldly by assessing the true facts. What is set forth is impartial 
and is not to be construed as either a defense or attack on any per- 
son or political party—TuHeE Epiror. 


(By Tom Kleene, Detroit Times automotive writer) 


Detroit and Michigan have a built-in, gilt-edged insurance policy on their 
economic future. 

Very few, if any, other States or areas can boast such security. 

The insurance policy that offer these enviable guarantees here, of course, is 
the automobile industry. 

The chances of the policy lapsing are just exactly as remote as are the chances 
that the great American public will abandon the automobile as a means of 
transportation. 

Or that the industry itself suddenly will launch a massive industrial migration 
out of Michigan that would overshadow the historic flight of the textile mills 
from the Northeastern States to the South. 


JUST WISHFUL THINKING 


It has been suggested in some quarters—more as the result of wishful thinking 
than any concrete evidence—that the beginning of such a mass move already is 
underway, but that is palpably false. 
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It will be adequately demonstrated later that the construction of new plants 
plus huge additions to engineering and research facilities have been strengthen. 
ing Detroit’s claim to being the core area of the whole automobile industry. 

The promise of this area’s future is to be found in the yardsticks employed 
by economists and others whose business it is to prognosticate the state of the 
Nation’s economic health. 

By every standard available to these analysts, the automobile industry wil] 
grow, progress, and prosper in the years ahead. 

And it’s a risky business to discount such expert readings. 

The record shows clearly that the major miscalculations in the long-range 
forecasts of these economic specialists almost invariably have been on the side 
of overconservatism. 

NOT 6-MILLION-CAR PACE 


If it is accepted that the automobile industry is on the threshold of another 
era of growth, progress, and prosperity, then it is indisputable that the core of 
the industry will share importantly in these benefits. 

There are those skeptics who will point out that even now the industry is 
finding it impossible to maintain full employment despite the fact that the 
automobile market supposedly has returned to the high road. 

It is difficult for these persons to understand why the industry is producing 
ears at a 6 million annual rate while laid-off workers are walking the streets. 

The answer is that it is clearly not in the cards for U.S. automobile manu- 
facturers to build 6 million cars this year. 

If any such volume were anticipated, the factories at this time of year would 
be building at close to a 7 million annual rate to offset the slower months later 
in the year. 

And such a pace would absorb quickly the majority of those now laid off at 
the automobile plants. 

A SPECTACULAR PAST 


Detroit and Michigan, in a sense, are in trouble because of their own spec- 
tacular past performances. 

The industry is still in the shadow of its remarkable 1955 showing when 
upwards of 7 million passenger cars and nearly 1 million trucks were sold on 
the American market. 

Its inability to match that performance in any of the intervening years has 
produced a flood of criticism and derogatory comment from those who have 
have forgotten how Detroit sparked the Nation out of two earlier postwar 
recessions. 

The truth is that the automobile business is coming out of what the late 
George W. Mason referred to as “the very high level doldrums.” 

Natural concern over the present unemployment situation in Detroit and 
Michigan is minimized somewhat by the bright prospects for the decade that 
lies ahead. 

In an ultra-conservative summation of the mounting avalanche of expert 
testimony to the effect that new peaks are in prospect in the glowing decade 
ahead, Harry A. Williams, managing director of the Automobile Manufacturers 
Association, states: 

“It is the consensus of industry economists that the normal market for the 
U.S. automobile industry in the 1960’s will be at least 6 million cars and 1 million 
trucks per year. 

“However, in years of relative prosperity, total passenger car sales may rise 
as high as 8 million or so.” 

The logic of this summation is abundantly evident from an examination of 
the authentic statistical evidence on population growth, the decentralization of 
residential areas and increases and changes in the distribution of real family 
income. 

In the matter of population, for example, the Bureau of the Census provides 
encouraging information. 

By 1975, the U.S. population will have grown from its present 175 million to 
approximately 230 million, and there will be 30 percent more persons of driving 
age than there are today. 

GREATER NEED FOR CARS 


The continued trend toward suburban living at the same time will tend t0 
create greater need and desire for automotive transportation, and ownership) 
of more than one car in the suburbs should become commonplace. 
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The economic shift is expected to put about 55 percent of consumer units in 
the $4,000 to $10,000 income group after taxes by 1965. That compares with 
about 50 percent today and about 20 percent in 1929. 

Not only is the Nation’s population growing at an impressive rate, but these 
fgures demonstrate that the American people will have a greater need for 
automobiles and a greater financial capacity to buy them than before. 

Another factor not to be overlooked is the vast new Federal highway modern- 
ation program now underway and the new urban expressways being built and 
planned all over America. 

These developments certainly will encourage the further expansion of high- 
way transportation throughout the Nation by promoting better, more pleasant, 
and more economical use of motor vehicles. 


TWO HUNDRED AND THIRTY MILLION ON THE ROAD 


One more meaningful statistic from the bureau of public roads serves to 
round out all of this growth-progress-prosperity data. 

By 1971, there will be 101,200,000 motor vehicles in the United States (more 
than half again as many as now) that will travel 1,051,400 million vehicle miles 
annually. 

And by 1976, about 230 million people will be driving 114 million motor 
vehicles 1,200,300 million miles a year. 

That, briefly, is the case in box car figures for the future outlook of the 
industry. 

The confidence that this economic well-being insures the future security of 
Michigan is based on the certainty that this industrially rich region will always 
be the heartland of motor vehicle manufacturers. 

Detroit first laid claim to the title of the capital city of the motor industry 
in 1912 when it wrested the honor from Indianapolis by outproducing that city 
in a mere 378,000 vehicle-year. 

Michigan had developed trades and industries in the latter part of the 19th 
century which readily adjusted to the new auto industry. 

Most of the qualifications that made Michigan the center of automotive pro- 
duction in the industry’s infancy remain. 

Added to these are many new ones, and the greatest is the all-important 
simple fact that the indsutry now is here. A mass flight would be about as 
practical for the automobile industry as moving the entire governmental struc- 
ture and its buildings out of Washington, D.C. 

Those who profess to see the signs of such a development are fuzzily confus- 
ing mass migration with what is really decentralization. 

Actually the process of decentralization is almost as old as the industry 
iiself, but it is only in recent years that the term has taken a place alongside of 
automation as a kind of industrial bugaboo. 

As applied to the automobile industry, the term means that manufacturing 
plants should be oriented to suppliers and raw materials and therefore located 
largely in the northeastern part of the country, and that assembly plants should 
be oriented to the market. 

Henry Ford realized the advantage of locating an assembly plant near the 
consumer soon after his company went into mass production. The result was 
that at one time in the early twenties the Ford Motor Co. had nearly twice 
asmany assembly plants as it now has. 

The exacting business of deciding where a modern industrial plant should 
be located is a cross between a science and an art. 

Chrysler Corp. states that it is a combination of market analysis, distribution 
and manufacturing cost studies, and tax schedules which indicate a generally 
favorable (or unfavorable) location for a new production facility. 


LAND NOT ONLY CONSIDERATION 


If an automobile assembly operation is planned, the region in which it is to be 
— must have the potential of purchasing at least 500 of the company’s cars 
a day. 

In considering specific sites, Chrysler looks for an area capable of supplying 
the plant personnel of the type needed within a 30-mile radius. 

Next comes consideration of such things as zoning ordinances, land costs, type 
of soil, accessibility to railroads and trunk highways, availability of water, 
sanitary and drainage systems, electricity and gas, and terrain which will not re- 
quire costly grading. 
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There are also such other important factors as labor relations, housing con- 
ditions, recreational facilities, police and fire protection and hundreds of other 
details an industry must consider when seeking a new plant site. 

Chrysler reports that when a plant is “lured” into a community by such in- 
ducements as free land the result, in most cases, is not a happy situation either 
for the community or for the company concerned. 

The company’s real estate department states that in regard to land costs and 
taxes : “We expect to pay our way.” 

The national growth and expansion of the automobile industry since World 
War II has intensified the locational pattern which began in some phases of 
production back in 1914. 

In other words, the automobile industry is decentralizing in small units out- 
side Michigan while the Detroit region is holding the main concentration of 
plants. 

This is borne out by the figures for new capital expenditures for the industry’s 
greatest 3-year expansion boom, prepared for 1954, 1955, and 1956 by the Bureau 
of Census. 

Of a total investment of $3,272,000,000 for transportation equipment expansion 
in the 3-year period, $1,282 million was spent in Michigan, or almost 40 percent 
of the total. 

That is nearly twice the investment of $712 million in Indiana and Ohio com- 
bined, the two States that are supposed to be enticing the automobile industry 
away from its home State. 

The new capital expenditure figures show relative fluctuations in new capital 
investment, but the sums spent in Michigan continued through the period at a 
consistently high level. 


FORTY-FOUR NEW MICHIGAN PLANTS 


Since the end of World War II, the vehicle manufacturers have built 113 new 
plants, of which 44 were built in Michigan. 

The new plants in this State include 27 new manufacturing facilities, 5 as- 
sembly plants, 8 engineering and research facilities (2 of them proving grounds), 
3 administration buildings and a parts depot. 

It is clear from these figures that the postwar pattern of expansion has not 
been decentralized from the standpoint of taking facilities from the Detroit 
area and placing them elsewhere. 

Rather it has been decentralization from the standpoint of building new facili- 
ties outside the Detroit area to increase productive capacity closer to the point 
of use. 

In the years ahead, it is entirely possible that Detroit and Michigan may lose 
some of their present 30 percent share of all passenger car production volume. 

But the fact that the Big Three have their administrative offices in this locality 
and have invested literally billions for research and engineering facilities here 
should go a long way toward upgrading automotive employment and assuring 
greater stability in the area. 

Actually, the present spreading out of the automobile industry from the focal 
point at Detroit reflects the optimism of the manufacturers over the future 
market, which—indirectly at least—makes this area’s insurance policy all the 
more secure. 


Wortp TRANSPORT HUB 


To the reader: In the modern industrialized world the arteries of 
commerce are vital. Where does Detroit and Michigan stand now 
and where will it stand in the coming days in the matter of trans- 
port? Today’s article rounds up the answer. This series by Detroit 
Times experts is to set the record straight on the true state of 
affairs concerning Michigan’s business life and is not to be inter- 
preted as a defense or attack on any political party or person.— 
THE EDITOR. 

(By Will Hardy) 


Michigan’s channels of transport by air, land, and sea extend like arms from 
its assembly lines to points across the Nation and throughout the world. 

Detroit Metropolitan Airport, most advanced in the world, is a pioneer outpost 
for the coming age of jet travel. 

Michigan’s growing network of highways ranks among the Nation’s greatest. 


critics 
The 
phases 
the ye 
Thi: 
And 
saving 
this si 
Oft: 
trans] 
Wh 
Natio: 
In | 
cities. 
The 
hither 


Det 
highw 
Nov 
with | 


Orien 
opera 

An 
toma 

Ex 
Feder 
Reve! 
fact, : 

Me 
efficie 
Detre 
work 


repre 
Detri 
Bu 
Me 
cars. 


built 





UNEMPLOYMENT PROBLEMS 1061 


The Detroit River, our waterway link to ports around the world, next month 
will churn from the whirling propellers of massive ocean freighters plying the 
Great Lakes for the first time with the opening of the St. Lawrence Seaway. 

Railroads, rising to meet the challenge of competition, are bidding to become 
links to both land and sea routes in a later-day revolution in their phase of the 
transport industry. 

MORE JOBS AND PROFITS 


All these developments are enhancing Michigan’s position, already enriched by 
yast natural resources and ample labor supply, by creating free-flowing lanes for 
the influx of raw materials and the output of our factories and farms. 

The value and significance of these developments has been overlooked by the 
critics of Michigan’s economic “climate.” 

The real truth is that, while Utopian goals may not have been reached in all 
phases of transportation development, Michigan has made steady progress over 
the years. 

This progress means savings to businessmen. 

And in the highly competitive world of business and industry where fractional 
savings in costs per items multiply into millions of dollars in mass production, 
this savings helps produce profits for management and jobs for workers. 

Oft-forgotten is the precept that American communities are built around their 
transportation systems. 

When water transport was the only means of mass movement of materials, our 
Nation’s first great cities were port cities. 

In the late 1800’s and nearly 1900's, railroads spurred the growth of inland 
cities. 

Then came the automotive revolution, and highways brought new growth to 
hitherto remote areas and added to the transportation complex of the cities. 


NATION’S NEWEST FOR JETS 


Detroit and Michigan, ahead in automobiles, jumped ahead of the Nation in 
highways. 

Now, with the air age blending into the space age, Detroit has soared ahead 
with dramatic development of the Detroit Metropolitan Airport as the Nation’s 
newest and foremost landing field for jet-powered transport planes. 

While other cities across the Nation lagged, Detroit Metropolitan officials 
jumped ahead, obtained a Federal designation for Detroit as an “intercontinentai 
expressway,” and with Federal funds, built a 10,500-foot landing strip to handle 
the world’s biggest and fastest airships. 

Thus far, $26 million has been invested in the airport. American, Northwest 
Orient, Allegheny, Pan-American, and British Overseas Airways Corp., now 
operate from the facility. Delta Airlines will begin using it Wednesday. 

And the seven airlines still operating at Willow Run Airport are negotiating 
to make the move. 

Except for local tax funds to acquire some of the land for the airport, and 
Federal contributions, Detroit Metropolitan is a_ self-sustaining operation. 
Revenues from airlines will pay off loans needed to finance construction. In 
fact, airlines will pay taxes to the county. 

Meanwhile, there is under way a “shakedown” at City Airport to increase 
efficiency of operation and refurbish the facility and in the northeast part of the 
Detroit region, officials from Oakland and Macomb Counties are beginning to 
work cooperatively with Detroit and State officials to plan a new major Northeast 
airport. 

While air freight tonnage has been climbing steadily in recent years, it still 
represents no more than 1 percent of total freight tonnage in the area, Greater 
Detroit Board of Commerce officials estimate. 

But the prospects for air passenger travel are fabulous. 

Meanwhile, in roads, Michigan is making a staggering investment to keep 
cars and trucks moving freely. The State is currently nearing the half-way mark 
ina 5-year, $1,250 million highway construction program. 

This compares with $500. million spent in the 5 years previous to 1957. 

Those who claim Michigan is lagging can’t bear out their claim in this phase 
of development. The Bureau of Public Roads rated Michigan seventh in the 
Nation in total highway construction in 1958, and fourth in construction on 
interstate highways. 

When the current highway construction program is completed in 1962, more 
than twice as many miles of four-lane divided highways will be completed as were 
built in the entire period 1905-57. 
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Nine hundred miles of expressways will connect all Michigan cities with 
population of more than 50,000 and will provide through routes interconnecting 
95 percent of the State’s population and 90 percent of its industries. 

The labyrinth of highways will pump new lifeblood into the core of Detroit, 
State Highway Commissioner John Mackle contends, and city officials agree. 

They foresee a rebirth of industry along the expressway corridors in blighted 
areas and free-flowing avenues bringing revitalized commerce into the downtown 
area. 

The railroads, emerging from doldrums in which their percentage of total 
national freight carried dropped from 75 percent to 48 percent of total volume, 
are developing piggyback and fishyback techniques. 

Three Detroit area railroads have started the piggyback operation in which 
convertible vans are loaded. from truck to rail car and vice versa, intact. 

Wabash started the technique here 5 years ago. New York Central began it 
later and the latest to announce Detroit area service is Chesapeake & Ohio. 

While piggyback now constitutes only 1 percent of rail freight volume, some 
experts say it will reach 35 percent in a decade. 

Fishyback is certain to follow as port activity in Michigan Great Lakes cities 
grows with increased shipping through the St. Lawrence Seaway. 

Despite belittling charges hurled during the port of Detroit development con- 
troversy, shipping is a great and growing industry both in the Detroit area and 
throughout the State. 

Some 27 million tons of bulk cargo were handled through private terminals 
in the Detroit port area alone last year. 

The coming season will tell whether voters were right in refusing to approve 
the use of public funds for development of Detroit port facilities. 

Private operators will be put in the position of proving their contention that 
they can handle the new shipping potential created by the opening of the sea- 
way. 

Port of Detroit Commissioner Director Carlis J. Stettin has announced that 
in first 2 weeks of the navigation season, April 16 through May 3, 40 foreign 
ships have scheduled stops here. 

That’s nearly twice the number which docked in Detroit during the same 
period last year. 

Half of the visitors will be from 3,500 to 9,000 tonners, newcomers that 
couldn’t ply the Detroit River before because they could not get through the St. 
Lawrence River. 

They will be coming from Alexandria, Egypt; Alicante, Spain; Damman, 
Saudi Arabia; Istanbul, Turkey; and a half-dozen other faraway places of 
exotic name and reputation. 

A recent decision by the U.S. Maritime Commission subsidizes four U.S. 
lines to enable them to compete with foreign vessels for the Great Lakes area 
cargoes. 

The import of all these developments—air, land, and sea—puts Michigan in an 
enviable position now and betokens great promise for the future. 


MICHIGAN PLEASED To SEE Ligs, SLANDERS REFUTED 
(Washington correspondent) 


WasuinerTon, March 27.—Senator McNamara today lauded the Detroit Times 
for upholding Michigan against attacks from other States. 

McNamara inserted into the Congressional Record a series of articles being 
published in the Detroit Times which is directed at refuting the argument that 
Michigan has become an unfriendly State for business. 

Pointing out that Michigan has been mentioned prominently in recent news 
stories, McNamara declared: “Ordinarily, this would please me very much, 
because there are so many good things to say about Michigan. 

“Michigan has that ideal combination of natural resourees, natural beauty, 
and industrial might that makes the State a tremendous asset to our Nation. 

“Unfortunately, the news that has been appearing about Michigan elsewhere 
in the country recently has not been about Michigan’s assets.” 

McNamara said that the stories which have been appearing about his State 


have sought to portray it as a bankrupt welfare State that wants no part of 
industry. 
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These stories persist, McNamara said, although they are untrue and “border 
m outright slander.” The authors “have made no attempt to find out the truth,” 

stated. 

i Senator charged that the entire Michigan propaganda was inspired for 
political purposes. 

“As such attacks do, this one soon got out of hand,” McNamara asserted. 
‘The unsupported charges were picked up by others outside of Michigan, embel- 
lished and circulated with no regard for the facts. 

“Soon, those who had given birth to this lie found that what they were doing 
was causing irreparable damage to their own State. By then, they could not 
halt what they had started. 

“Now, however, a Detroit newspaper has undertaken to clear the slanders and 
the lies from the record—and to set forth the facts about Michigan.” 

MeNamara was the first Member of Michigan’s delegation in Congress to insert 
the Detroit Times series in the Record. Representative John Bennett (Republi- 
can), announced yesterday that he would put the series into the Record following 
the Easter vacation. 


Strate Tries To Enp Scrence Lac 


To the reader: How does Michigan stand in the realm of scien- 
tific brainpower? How does the present lock, and how does the fu- 
ture look, in this regard? This series of articles by Detroit Times 
writers seeks to dispel the false propaganda about Michigan’s eco- 
nomic climate, and substitute facts. Every effort is being made to 
get the facts, and the series is not to be interpreted as a defense of 
or attack on any political party or group.—THE EDITOR. 


(By Jack Pickering, Detroit Times science writer) 


It may be that the traducers of Michigan have missed the most significant 
citicism that might have been lodged against the State from the standpoint 
of economic development. 

That is research and scientific brainpower. 

In this direction Michigan is, indeed, lagging. 

lagging does not mean that Michigan is at the bottom of the heap. Michi- 
gn is far from that. In some respects Michigan is outstanding in scientific 
forethought. In some respects she is so-so. In some respects she is behind 
the eight ball. 

The best way you can sum up the situation is to say that Michigan, up to 
thelast few years, has been adequately supplied with scientific brains. 

Now, in the morning of a new kind of age, Michigan has allowed too many 
ither areas to leap too far ahead. 


WILL DIVERSIFY PRODUCTS 


Yet now comes the most encouraging sign of what otherwise would be a 
dark outlook: The effort to correct this situation already is in progress, and 
the effort started before the man in the street was even aware of the problem. 

The Governor’s science advisory board includes men who, without question, 
ireamong the truly thoughtful leaders of scientific thinking. 

_In a word, their opinion, now taking form, is that if Michigan is to earn 
a = share in the future, it must start developing new products and new 
ndustries. 

To develop these, somebody must invent or discover them. 

Michigan has been the automobile capital, the shrine city of mass produc- 
‘on, Automobiles grew to such a fabulous importance that Michigan neither 
vanted nor needed—nor could have handled—many other industries. 

& was a big enough task just keeping up with the demand for more 

Now, for the first time (the great depression was a painful interlude but 
lota milestone) the automobile industry has reached its adulthood. 

That doesn’t mean it won't produce even more cars in 1965 than it did in 1955. 
It probably will. But it no longer can keep growing at the rate of its infancy 
‘ud youth. It is grown up. 

With continued growth of population, and with automation, Michigan must 
find other work for its people to do. 
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That is why, among thinking people, the real issue today isn’t any of the ingj- 
dental criticisms which are being nurtured so noisily by outsiders. 

The need is new ideas and new knowledge. The ideas for new industries 
rarely leap full grown from concept to useful products. 

Some man, working for the sake of knowledge alone, uncovers a new fact, 
Einstein evolved the mathematical formula for translating matter into power, 
but it was years before anyone split an atom, and still more years before 
splitting atoms became a bomb, and even more years before fissioning atoms 
became useful power supplies. 

By the nature of Michigan’s development, the State for decades has not been 
hungry for basic ideas. It had one—the idea of a horseless carriage. For half 
a century it has taken the utmost in ingenuity and skillful management to make 
the most of that basic idea. 

Now, at last, it is time for some additional ones. 


TOP-FLIGHT UNIVERSITIES 


How does Michigan stand in producing thinkers—and laboratories in which to 
do their thinking? Not especially well. 

We have six colleges and universities which are doing a pretty good job of 
training students. A pretty good job. University of Michigan is, indeed, one 
of America’s great universities. But it isn’t the Athens of the West that some 
overenthusiastiec Ann Arborites once tried to tell themselves it was. 

We have Wayne State University, University of Detroit, Michigan State Uni- 
versity, all producing engineers and science graduates—and one educator gratui- 
tously commented that MSU’s activity in this line is much underrated. 

Western Michigan University and the School of Mining and Technology at 
Houghton are not to be forgotten, either. We have some good schools. 

And yet, at the same time, Michigan is a strange mixture of strong and weak 
points. University of Michigan ranks third in the United States, exceeded only 
by Massachusetts Institute of Technology and California Institute of Tech- 
nology, in defense projects being handled for the Government. 

Yet Michigan schools are graduating only about 100 bachelors of science in 
electronics, when the State needs at least 1,000 a year. 

Curiously, in the important field of physics, the big Ann Arbor campus has 
only about 3 dozen undergraduates specializing in physics—yet has several 
hundred graduate students taking advanced work. 

The implication is unavoidable: Michigan has skilled teachers and excellent 
laboratories, yet people from other States are more interested than we are in 
making use of them. 

You have proof right there that for whatever reason, Michigan residents in 
the mass are not making adequate use of the facilities we already have. 

Now let’s look at a different phase, yet related. Last year the National Science 
Foundation awarded 389 first-year graduate fellowships. These are awarded to 
top-flight students, and they are allowed to go to whatever schools they choose. 


ANOTHER POINT OF VIEW 


Only 8 came to Michigan; 230 went to the notable schools of the east and 
west coasts. 

A significant resignation was announced only last week. Dr. J. Earl Thomas 
came here nearly 4 years ago to head the physics department at Wayne State 
University. But he has resigned and will leave at the end of the present ses- 
sion. He came here with dreams of building an outstanding physics depart- 
ment; he found, he says, too little interest in such a goal. 

True, Wayne State has its financial problems, but Dr. Thomas said that the 
worst lack was a lack of enthusiasm, a lack of dreams which could be achieved, 
a lack of respect for intellectual curiosity and scholarship in too many high 
places. 

He is getting more money to go to an electronics corporation in Massachusetts, 
but the money hasn’t taken all the sting out of his failure to achieve what he 
wanted to achieve. 

What is his feeling as to the reason for Michigan’s seeming lack of interest 
in a scholarly approach to science? He thinks it is a price Michigan has paid 
for its greatness as a mass production center. 

“Too much of the attitude,” he says, “that everything must be immediately 
useful in the automobile business. T'oo little patience or respect toward basic 
ideas, and an absence of reverence for scholarship for its own sake.” 
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Don’t let that word “reverence” mislead you. Don’t make the mistake of 
thinking that this physicist is demanding that people bow down to an academic 

mbol. 

"Ser Dr. Thomas is not an ivory-tower idler. Only 40, he worked on the 
atomic bomb at Los Alamos, helped develop rockets at Cal Tech, is currently 
doing work for the Navy. 

You don’t develop new products, new methods, new industries out of thin air, 
be insists. You accomplish these concrete benefits by a pattern that has proved 
itself over the centuries. The scholar finds a new fact, not necessarily having 
the slightest idea what it is good for. 

In due time somebody finds a use for it. But there isn’t any shortcut. Omit 
the basis, and the rest is futility. 

Or, if you want to hear the same thing by somebody else, take a reference 
from a preliminary report from a subcommittee of the Governor’s advisory com- 
mittee on science. 

The committee members are worth noting carefully: George J. Huebner, Jr. 
Chrysler research engineering chief and the man who headed the team which 
developed the Chrysler missile program and ultimately lofted America’s first 
satellite; Dr. Michael Ference, physicist and head of Ford’s research labora- 
tories; Dr. L. A. Sweet, Parke-Davis research director; Dr. Winston Kock of 
Bendix; Dr. Lawrence Hafstead, G.M. vice president and the man who discov- 
ered a characteristic of neutron emission which is what makes nuclear power- 
plants possible, instead of merely bombs. 

These men, obviously, have one foot in each of two worlds: The scientific 
world, and the business world. So mark this from their report: 

“Half of all products now manufactured in this country can be traced directly 
to a research laboratory, and profitability of many of the others rests on 
research. 

“Our high standard of living and our growing economy in the United States 
are no longer based on natural resources and fortunate geography, but on scien- 
tific research.” 

Thomas and other scientists are bitter at the remarks of some so-called prac: 
tical men who sneered at research in the past. 

C. E. Wilson’s remark is one: “I agree with Boss Ket: ‘If you show me a 
piece of basic research, I’ll show you something useless.’ ” 

Or Kettering’s proud announcement that he had a sign outside his laboratory, 
“Leave all slide rules here before entering.” 

Or even Henry Ford’s objection to sending his son to college—although there 
are some who suspect Ford, as was often the case, wasn’t sneering at knowledge 
so much as he was suspicious of the rah-rah attitude that once seemed to be the 
outstanding characteristic of campuses. 


ATOMIC POWERPLANT 


Even since the war at least one atomic energy laboratory was disbanded by 
a top-ranking Michigan executive because he could see no immediate sales pos- 
sibility from understanding the atom more fully. 

But lest this recital of past mistakes seem depressing, look at the other side 
of the coin. The auto companies, once so sure that the “practical” side was all 
that counted, now have influential representatives—see the committee list 
above—insisting on research as the key to the future. 

Note that Michigan (led by Walker Cisler, of Detroit-Edison) is in the fore- 
front of peaceful atomic power, with the construction of the Enrico Fermi plant— 
and don’t think that is being built by some tinkers with wrench and tinsnips. A 
powerful team of mathematicians, physicists, and engineers are doing it. 

Burroughs, Upjohn, Parke-Davis, Bendix, and a host of others are showing 
how research builds business. 

Has Michigan, in fact, slipped? 

One highly reliable index to the economic health of any community, nation, 
or state, is its use of electric power. 

= the 10 years 1947-57, Michigan’s kilowatt-hour consumption rose 8.8 per- 
cent. 

Eleven Western States increased 9.8 (California rose 9 percent, while New 
Mexico and Nevada, with a lot of catching up to do, rose 15.8 and 16.9). 

: New York showed only 5.8; busy New Jersey 8.3 which still didn’t match Mich- 
igan; the New England States 6.7; Ohio a lusty 12.4 although other Midwest 
States ranged from 5 to 7; Kentucky-Tennessee-Alabama-Mississippi, 16.7, indi- 
cating quite a surge there. 

47557—60—pt. 3——_19 
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It might not hurt, however, to keep this in mind. You don’t just buy good 
scientists, or hire them away from somebody else, or pick them off trees. You 


train them, from schoolboys on up. 
HOPE LIES IN PEOPLE 


And while Dr. Thomas is understandably disappointed in his own experience 
here, his present viewpoint is objective and interesting : 

“T came here because I knew that Detroit industry had to have basic science 
to support it. This still is so. Industry goes where the ideas are. If Mich- 
igan wants part of the aircraft, or jet engine business, what better way is there 
than to design better airframes or engines here? Incidentally, it puzzles me to 
hear so much about gas turbines in the automotive field, yet there seems to be no 
effort to design jet engines, and General Electric gets contracts instead. 

“However, there are some promising things about Detroit, too. 

“One is its population. It seems to me that Detroit, instead of being a melting 
pot, is more of a marble cake, with so many nationality groups all remaining sep- 
arate entities. 

“At the same time, this may be a very important factor in its way. This 
reverence for scholarship that I mentioned—it is very strong in Europe and other 
parts of the world. 

“T think that may be why the east and west coasts, being more exposed to other 
nations, and their thinking, have acquired more of this attitude toward scholar- 
ship. There is nothing that foreign-born parents like so much as to see a son 
become a scholar. 

“The hope of Michigan lies with the people. Not the native-born leaders, 


but the people.” 


Few PEERS IN Sports, RECREATION 


To the Reaper: Industry today takes a multilevel view when it 
decides to locate in an area. In addition to such things as raw 
materials and taxes, it takes into consideration whether the rec- 
reational facilities will make pleasant living for its employees. In 
our discussion of the place Michigan has as a home for industry 
no mention of this aspect of our community has been made. Today 
this is taken up.—THE EpIrTor. 


(By Edgar Hayes, Sports Editor) 


“All work and no play” applies as much to the executive, the professional 
man and the factory worker as anyone else. 

Daily, hundreds of doctors tell thousands of patients (or about to be patients), 
“Get more exercise * * * develop a hobby * * * enjoy more outdoor living.” 

At one time this advice could be heeded only by the well-to-do. Now the best 
facilities for sports, recreation, and exercise are available to all. 

With the shorter workweek becoming increasingly more prevalent, recreation 
facilities are assuming greater importance. 

When an owner decides to buy or establish a factory he makes a careful study 
of the facilities to keep his employees and executives busy during their non- 
working hours. 

Recreation has now become a year-round proposition. 

Winter sports have boomed in the last decade, far beyond the wildest dreams 
of those who own and promote winter resorts. 

Out-of-season vacations at one time were the luxury of the wealthy who could 
go to Florida or some other sunshine climate. 

Now skiing, skating, ice fishing, and tobogganing have given the resort owners 
a 12-month business and the enthusiast a year-round full program of events. 

Lucky is the State that can offer a year-round schedule. 

Few States can match and none surpass Michigan in this respect. Winter 
wonderland or water wonderland—Michigan is tops. 

If you have a big bankroll there are fine, exclusive clubs and lodges. 

If you have more modest resources there are fine motels, hotels, and resorts. 

If your financial problem is acute but your love of the outdoors keen, there 
are hundreds of grand camping sites which provide excellent vacation possibil- 
ities for a very few dollars. 

Name a sport, recreation, or exercise and Michigan is the ideal spot for it. 
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IF YOU LIKE TO FISH 


Michigan has about 12,000 lakes, almost all well stocked with fish. There are 
33.000 miles of streams, some of them world famous for trout. 

Great Lakes fishing provides all the thrills and excitement usually associated 
with deep sea fishing. 

Many of these lakes freeze over during the winter, ideal for fishing. Michigan 
has about 1,800,000 anglers wetting lines during the seasons. 


IF YOU LIKE TO HUNT 


Shooters come from all over the Nation to hunt deer and bear in Michigan’s 
woods and prairies. More than 1 million take to the forests each fall. 

The bird season is popular and good hunting can be found within an hour’s 
drive of any spot in the State. 

The new Mackinac Bridge opened that vast territory to hunters and fisher- 
men, many of whom shunned the long wait at the straits. 

The lakes, both inland and Great Lakes, provide the best possible swimming 
and boating. 

The Great Lakes give Michigan the world’s longest shoreland (except for Aus- 
tralia), almost every foot of it grand beach for bathing and sunning. The lakes 
are ideal for swimming. 

Any sailor will tell you the Great Lakes are a paradise for those who love the 
leisurely sport. 

Only one State in the Union, New York, has more power boats registered 
than Michigan. And none has more fine waterways for the enjoyment of those 
who own these craft. 

DO YOU LIKE GOLF? 


Michigan has hundreds of courses, some like Oakland Hills, Meadowbrook, 
Birmingham CC, world famous. No matter where you locate in Michigan or 
where you go for a vacation you’re always within a few miles of a good course. 


MAYBE YOU’RE A SPECTATOR 


No matter what your sport is, you'll find a major league team representing 
itin Michigan. At all times you are within a couple of hours’ drive of Detroit, 
Ann Arbor, and East Lansing, sites of huge stadiums for all sports. 

Detroit and New York are the only cities in the world with major league 
teams in all sports : baseball, football, hockey and basketball. 

Summed up, all this means if you believe as most people do that a happy, 
active worker is a better one, Michigan is perfect for employees. 

So good are the opportunities for outdoor activities that Michigan leads the 
Nation in issuing hunting and fishing licenses, maybe a quarter of a million more 
than California, often mistakenly called the ideal vacation land. That title be- 
longs to Michigan. 


StTatr’s Critics Now DryIne TEARS 


To the reader: For the past week the Detroit Times has been examin- 
ing the accusations made against Michigan in other States that Michi- 
gan is in an industrial decline, accentuated by a welfare-state program. 
The examination was done objectively and was not intended to be an 
apology for, nor an attack upon, any individual or political party. To- 
day the Times presents a sumup of the true Michigan picture and a report 
on the public response to the series. 


(By John Creecy) 


a would have thought that a few kind words for Michigan would create 
sich a stir? 

The Times during the last week has undertaken in its series, ““The Truth About 
Michigan,” to answer some of the slanders that have been spread concerning our 
State’s solvency and economic outlook. 

_ We thought it was high time that at least some of the more obvious and damag- 
ing falsifications were corrected. 

And so, it turned out, did a lot of other people. 
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Representative Edward Jeffries, Democrat, brought 150 copies of the Times to 
the house, and told his colleagues in a speech: “I believe that after every member 
of the legislature reads this maybe we can get down to business and do some. 
thing for the people of the State of Michigan.” 

Congressman John Bennett, Republican, of Ontonagon, announced that he 
would insert the Times’ series into the Congressional Record. 

Senator Pat McNamara, Democrat, beat him to it. The Michigan Committee 
for Economic Development and other pro-Michigan groups mailed out as many 
copies as it could immediately lay hands on, seeking to dry the tears of some of 
the misguided editorialists who have been sermonizing on Michigan’s “downfall.” 

It is to be hoped that one reached the editor who a couple of years ago started 
the eight ball roiling by inviting a number of industrialsts to express themselves 
on the subject of taxation. 

Amazingly enough, they all seemed to prefer low taxes to high taxes. And 
they concurred in the obvious generality that if taxes in Michigan got notably 
higher than in other States the fact would be taken into consideration when 
locating future plants. 

From this simple beginning arose the nationwide uproar over Michigan's 
“scandalous” tax situation. 

Although there are legitimate disagreements between political and economic 
groups regarding details of Michigan’s tax program, U.S. Department of Com- 
merce figures show that there are 30 other States where the tax bite takes a 
bigger share of the average citizen’s income than it does here. ; 

Charles R. Landrigan, executive vice president of the Detroit Edison (Oo, 
says: “I have never heard of a company which left Michigan because of the tax 
situation.” 

Nowhere are the wails of sympathy louder than in California—the most 
heavily taxed State in the Union. Just a few days ago the Los Angeles Times 
ran a piece naming Michigan as “‘the worst State in the Union.” 

As evidence it cited a “statistical survey” showing Michigan at the bottom of 
the list of 15 States in the matter of new construction for business.” 

How true is this? Well, apparently it’s about as misleading as such a state 
ment can be. 

According to the magazine Engineering News-Record, the February issue which 
appeared well before the Los Angeles attack, Michigan ranked fourth among all 
States in industrial construction in 1958. 

Industry in Michigan spent $110 million for expansion, a jump of nearly $30 
million from the 1957 figure. The total outranked every State except Texas, 
New Jersey, and Illinois. And the Engineering News-Record figures also 
showed that a steadier trend of expansion was maintained in Michigan in the 
last 5 years than for the country as a whole. 

It is true that Michigan’s economy is subject to sudden ups and downs, with 
remarkable effects on employment figures. As William Haber, noted professor 
of economics at the University of Michigan puts it: 

“Michigan is the most highly industrialized State in the United States. About 
50 percent of our wage earners work in the manufacturing industry. 

“Nearly 37 percent of personal income received by people in Michigan in the 
form of wages and salaries comes from manufacturing. 

“As a result, we are especially allergic to national developments which ad- 
versely affect manufacturing production and employment, especially automotive 
production. 

“Michigan is hit harder in a recession than most other States. The percent: 
age of our labor force out of work is usually two times the national average. 
This is not a recent development. 

“Our present experience conforms to what happened in 1921, in 1929-33, in 
1937, in 1949 and again in 1954. 

Professor Haber, in his recent testimony before a subcommittee of the U.S 
Senate Banking and Currency Committee, pointed out that, as a result, the cost 
of unemployment insurance in a recession is likely to fall most heavily on em 
ployers here, putting them at a disadvantage with their competitors in other 
States whose manufacturing industry is more diversified. 

Part of the picture, Professor Haber contends, is the failure of Federal unel- 
ployment legislation to accomplish what it was intended to do—that is, elim 
inate interstate differences in cost of unemployment insurance. Instead, the way 
it has worked out, these differences have been accentuated. 

In his analysis, the Detroit and Michigan problems are a complex of several 
factors. 
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“The first is a major shift in defense procurement with a concentration on 
sircraft and missiles, rather than tanks and ordnance. As a result of the shift, 
Michigan may have lost 100,000 to 125,000 jobs. 

“, second factor is to be found in the decentralization of automobile assem- 
bly and production. 

“It should be emphasized that such decentralization is primarily motivated 
by market considerations, by locational factors designed to take advantage of 
population concentrations to reduce transportation costs and achieve similar 
gonomies. 

“It is not a flight from Michigan because of taxes or wage rates or ‘economic 
dimate.’ ” 

As other factors, Professor Haber cites the Packard-Studebaker and Nash- 
Hudson consolidations, and the increasing use of automation in manufacturing. 
He adds: 

“Taken together these four factors combined with the recession provide an 
explanation of Michigan’s present problems. 

“They appear to me to be more impressive and logical than most of the talk 
about taxes, labor costs and unfavorable business climate.” 

Now read Professor Haber’s view of Michigan’s future: 

“Given time, an accurate interpretation of Michigan’s economic advantages 
plus a cooperative relationship between the Michigan business community, labor 
and the State government, the State’s economic growth can be resumed at the 
mte which prevailed before 1955.” 

Pointing to figures which indicate that Michigan population will continue to 
increase at a rapid rate, he commented : 

“Population growth by itself does not generate jobs. It provides, however, a 
sound basis for economic growth. 

“And there is no reason to assume that Michigan’s rich resources in manpower 
skill and in management competence, coupled with its natural resources in water 
and chemicals to mention but the obvious, are likely to be developed and exploited 
fora growing population and an expanding labor force. 

“There is no exodus of industry out of Michigan. The facts are to the con- 
trary. There are more manufacturing plants in this State than there were in 
1949 or 19538. 

“And even the automobile companies, while they are now building elsewhere, 
have made substantial investments and expansion in their Detroit and other 
Michigan facilities in the postwar period. 


MICHIGAN-INDIANA-MISSOURI EMPLOYMENT FACTORS 


Mr. Revrner. The campaigners would have you believe that Michi- 
gan has a problem of unemployment because of the unfavorable busi- 
ness climate; and that industry is really just running away from 
Michigan because of the fact that in Michigan the people who head 
our State government and the people who are heading the labor move- 
ment together have created an unfavorable climate that makes it 
impossible for business to thrive. 

f course, this is propaganda that has no relationship to the eco- 
tomic facts. When the Chrysler Corp. built the Twinsburg stamping 
plant, they built it to get access to steel that is made in the Youngstown 
area. When the General Motors Corp. built its stamping plant in 
Twinsburg, they did it following the Supreme Court decision on the 
steel basing point. When Ford built its stamping plant in Buffalo, 
they went there to get Buffalo-produced steel. And when Ford built 
istamping plant in Chicago, they went there to get steel from the 
south Chicago and Gary steel centers. These are the facts. 

Perhaps the best and simplest explanation is that it is economic 
reasons and not political reasons that dictate economic decisions and 
the relocation of plants. This is best illustrated by the situation in 
Evansville, Ind. ‘The Chrysler Corp. had a body and assembly plant 
in Evansville, Ind. This plant was built approximately 25 years ago 
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at a time when the Chrysler Corp. had a sizable market in the South- 
west, and the Ohio and Mississippi Rivers were the best means of 
transportation to supply that Southwest market. The Evansville, 
Ind., plant was built where it was built because of these economic 
facts. But the plant became obsolete in 25 years. The market 
shifted, and the economic reasons that dictated the location of the 
plant in Evansville 25 years ago were no longer valid. The Chrysler 
Corp. looked around the country. They evaluated their market, they 
evaluated all of the economic factors that would dictate making a 
managerial decision as to the location of a new plant, and they chose 
to locate their plant in St. Louis, Mo. They went there for sound 
economic reasons. The people who wage this political propaganda 
would have us believe that plants move for political reasons. What 
are the facts with respect to Indiana and Missouri? 

In Indiana when the Chrysler Corp., a couple of years back, made 
the decision to move, the two Senators from the State of Indiana were 
both Republicans, but they chose to leave that State and go to Missouri 
where both the Senators were Democrats. The Governor in Indiana 
was Republican, and the Governor in Missouri was a Democrat. Ten 
out of the eleven Congressmen were Republican in the State of Indi- 
ana, but 10 out of the 11 were Democrats in Missouri. Both houses 
of the State legislature were controlled by a majority of Republicans 
in Indiana, but both houses of the legislature in Missouri were con- 
trolled by the Democrats. 

In the State of Indiana, they had no corporate profits tax. In the 
State of Missouri they had a corporate profits tax. In the State of 
Indiana they had a right-to-work law. In the State of Missouri they 
had no right-to-work law. 

So all of the political factors that make for a Palm Beach political 
climate existed in Indiana, and none existed in Missouri. But the 
Chrysler Corp. decided to leave the balmy climate of Indiana and go 
to Missouri. Why? 

It had nothing to do with politics; it had everything to do with 
sound managerial, economic reasons. If the economic reasons had 
been in favor of moving a plant from St. Louis to Evansville, then 
the movement would have been the other way. 

It seems to me that people who wage political propaganda, instead 
of dealing with economic facts, do Michigan and is our Nation a 
great disservice. 

Another problem that has hit Michigan, I think, more sharply than 
any other major industrial State, is the contraction of defense work. 
Michigan and Detroit were considered in the whole free world as the 
arsenals of democracy in the last war. We turned out a larger volume 
of defense work than any other State in the Union. But what 
happened ? 

The technology of warfare has changed. We have deemphasized 
ground forces and vehicles which Detroit and Michigan manufactured 
in such mass quantity. We shifted emphasis to airframe and alr- 
craft, and even that now is being changed to missiles. And the result 
is that, following the Korean war, we lost, roughly, because of the 
curtailment of defense production, 138,000 jobs in Michigan. The 
amount of defense work that Michigan has is very small. We have 
come from a position of having the largest volume of defense work 
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to a situation of having practically no defense work when measured 
interms of our total work force. , 

Michigan, of course, is suffering from the overall problem of indus- 
trial blight. Cities do grow old, and factories do become obsolete. 
And, as the mayor of the city of Detroit knows very well—and we are 
working together on this problem—if you tear down a six-story factory 
like the old Hudson plant, you can never hope to build a new factory to 
reemploy as many people as worked in that six-story factory, because 
they don’t build six-story factories any more. Automation requires a 
constant flow of the products; therefore, it requires a single-story 
plant, and therefore it takes larger land areas. This is one of our 
problems. When you work on programs of industrial rehabilitation 
within the limits of a big industrial center, you have the problem that 
even if you tear down the old plants, even if you get a modern plant, 
even if you diversify its production, you are still face to face with 
this basic fact, that when you displace multiple-story factories of the 
old variety and build a single-story automated factory, you will not 
— that new factory the number of people that were employed 
inthe old. 

So we have the problem of factories escaping from the cities of 
the old industrial centers in order to get access to adequate land areas 
to build the long and broad modern factories that are essential to 
automation. 

We believe the answer to this problem has to be provided by 
adequate, affirmative, prompt Federal action. 

The Federal Government should not do the whole job. The com- 
munity and the States have to carry their portion of the responsibil- 
ity. But in the absence of adequate Government action on the Federal 
level, they will not have access to the resources adequate to do this job. 

In my prepared statement I have suggested 10 items, Mr. Chair- 
man, that I hope your committee will give consideration to. 

There is the question of area redevelopment. The Senate has 
taken action, and we would hope that your committee’s report would 
stress this sufficiently so that perhaps we could get action out of the 
House of Representatives and we could avoid a further Presidential 
veto in this important area. 

The conservative Tory government in Great Britain is far ahead 
of us in meeting the problems of industrial rehabilitation, of the re- 
location and shifting of population from congested areas of unem- 
ployment. Our own Federal Government has to move in that area. 

Secondly, we need the community facilities bill that the mayor 
has talked about. Cities like Detroit, Philadelphia, and Chicago, 
and other great centers, cannot carry forward programs of municipal 
Improvement without governmental funds from the Federal level. 

Thirdly, we have to meet on an adequate basis the problem of 
Federal standards of unemployment insurance. Why should a 
State be penalized because it meets its responsibilities to help provide 
imeasure of security to unemployed workers and their families? We 
believe that we need Federal standards, and we need higher levels, 
and we need longer duration for unemployment compensation. 

Fourthly, we need Federal grants to support local programs of 
assistance to the unemployed. The local welfare budgets of cities 
like Detroit just can’t carry the load. We haven’t got access to tax 
resources to help carry this abnormal load during periods of stress, 
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Fifthly, we think you ought to take steps to improve the distribu. 
tion of surplus foods. There is a bill pending, S. 1884, which we think 
is a good approach to that problem. 

Sixth, we think that there ought to be a more realistic approach to 
the procurement policies of the Federal Government, especially the 
defense procurement program. This claim to be giving consideration 
to distressed and chronic areas of unemployment is just so much pious 
sina because as a practical matter it has done nothing in the way 
of relief. 

Now, it seems to me that when the Government is buying its basic 
goods, whether it be defense requirements or other things essential 
to the operation of our Federal Government, the cost of unemploy- 
ment ought to be a factor in trying to decide where you place con- 
tracts. I think if you dig into the facts you can find there have been 
times when the Government has authorized fast tax writeoffs and fast 
amortization to build new factories, when there were idle factories 
standing in areas of chronic unemployment that could have been tooled 
up to do this work. 

It seems to me that the Defense Department has a responsibility 
here, and this policy ought to be reevaluated and made more realistic. 

Seventh, we believe that the social security law should be changed 
to permit early retirement, perhaps when a worker still has 3 years 
to go before he qualifies under the social security structure. If he is 
in an area of acute unemployment, why should that person at that 
age of life, with only a few years to go, be required to shift and tear 
up his family roots and go to some other community for only a couple 
of years before he would qualify ? 

In our collective bargaining agreements, we have worked out pro- 
visions for early retirement in such situations. But the inflexibility 
of the Federal program makes it difficult, because the worker can't 
get the benefit of his social security until age 65. Some flexibility 
could relieve this problem and it ought to be given consideration. 

Then we believe that you can’t really talk about unemployment 
without getting around to the question of doing something about dis- 
crimination in America. I am opposed to discrimination in every 
phase of our society. When you look at what happens in terms of 
unemployment, the Negroes and the minority groups always pay 
double. They are the last to be employed, they are the first to be laid 
off, they have the worst housing, the worst schools, and they get the 
short end of everything. As this chart points out, the level of unem- 
ployment among the nonwhite portions of our population as con- 
trasted to the white portions of our population, is almost 2 to 1. 

(The chart referred to follows :) 
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Mr. Revtuer. In other words, the nonwhite minorities carry a 
double burden. They are not only shortchanged in other areas of our 
national life, but when it comes to the opportunity to earn their bread 
and butter, they are victimized doubly. I say that we have got to put 
an end to this. If you think the answer is to do it at the State level, 
you tell me how a Negro in Mississippi gets relief. Federal action is 
the only answer to this. Mr. Khrushchev knows all about this. When 
I sat with him for 314 hours, he talked about it. This is an area 
where we can’t square what we claim that we believe in with the ugly 
practices that we are guilty of. The Federal Government has to meet 
this challenge. 

Ninth, we believe that the Federal Government has to take steps in 
distressed area legislation and other legislation that may be required 
to provide for the retraining and the relocation of workers. If we find 
that in a given area, because of obsolescence, because of a shift in 
markets, or a shift in the source of raw materials, or other economic 
reasons, there has been a shift in the industrial pattern, leaving large 
chronic pockets of unemployment, what we ought to recognize is that 
we have to facilitate some relocation and retraining. The question 
arises, Should the worker who has been victimized by unemployment, 
because of economic and social forces beyond his control, be required 
to shoulder the burden of finding the means of relocating and retrain- 
ing himself? 

He didn’t create the problem to start with, he was just the victim 
of the problem. If we try to saddle him with the costs of relocating 
his family and training, we are just putting an economic burden upon 
him that he cant’ carry. We think the Federal Government should 
do something about it. 

I would like to call your attention to what the Swedish people have 
done about this kind of problem. Their problem is not as serious as 
ours. The magnitude is not as great. But here is what they provide: 
If an unemployed workers lives in an area where an unemployment 
pocket has developed, he is given, first, a travel allowance to help him 
look for work in other parts of the country. He is also given a family 
allowance, so that his family can be sustained while he is looking for 
the job. He is given an allowance to move and to try the job out 
himself before he moves his family. And then if he likes the job in 
the community and he thinks he ought to relocate there he is given a 
family allowance to move his household furniture and his family to the 
new location. 

If the Swedes can do that within their limited resources, why can’t 
we do it with our greater resources ? 

Well, we can. There is nothing stopping us, we just haven’t had 
the will to do it. I suggest that we demonstrate the will to do it. 

And then I think that something ought to be done to create a pen- 
alty under our unemployment compensation programs against an 
employer who refuses to post job openings with the State agencies 
that list such job openings. 

Now, these are the kind of measures that we would suggest to re- 
lieve hardships that grow out of stagnation and the lack of economic 
growth. But certainly the important thing is to find a way to achieve 
dynamic expansion and growth, because in the long pull this is the 
answer. The answer is not unemployment compensation, the answer 
is not for the Federal Government to carry part of the relief load at 
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the Detroit level. The answer is to find a way to achieve growth 
and expansion so that we can create the 314 million new jobs that we 
need each year, and the even more jobs that we will need as our tech- 
nology moves forward and our population expands. We will never 
find the key to expansion and growth except as we learn to share the 
abundance that our technology makes possible. This is where we 
break down. 

The steel industry is a good example. Collective bargaining has 
broken down. Five hundred thousand steelworkers are working un- 
der conditions that they don’t accept, under conditions of govern- 
mental compulsion. And somebody else is making a profit on their 
labor. As one American I happen to believe that this is contrary to 
all of our concepts of human freedom. I think that workers ought 
to be required to work to meet the needs of health and safety of our 
Nation, but when they are compelled by the injunctive power of Gov- 
ermment to sell their labor at an unacceptable price and under un- 
acceptable conditions to earn a profit for other people, that gets very 
close to the thing that we criticize the Russians for and that we call 
involuntary servitude. 

Why are we in trouble on the bargaining front? We are in trouble 
because we have not learned to share abundance. We have not learned 
to work out on a rational basis the competing equities among workers 
and consumers and stockholders. Only as we do that will we achieve 
the dynamic relationship between production and consumption which 
isessential to economic growth and expansion. 

Here again we get propaganda and very few facts. How many 
people in America realize that the United States Steel Corp. in the 
first 6 months of 1959, because of automation, because of continuous 
strip mills and all the new technology was making a profit per 
worker of $4,500 on an annual basis and the steelworkers were asking, 
before they scaled down their demand, less than $300 out of that an- 
nual profit per worker of $4,500. 

We have the same problem in the automotive industry. In this 
whole business about inflation, there has been much more heat than 
light. We can’t find how to achieve full employment and full pro- 
duction excepting as we get more light and less heat on the question 
of inflation because this question bears upon the central problem of 
sharing abundance. How can we share abundance to avoid stagna- 
tion, how do you share abundance to facilitate growth and expansion ? 
The key is sharing abundance among workers, consumers, and stock- 
holders. 

The autoworkers last year proposed a reduction of the price of cars 
by $100. We were told this was fantastic, economic nonsense; it 
couldn’t be done. Well, the industry did not listen to our advice. 
This is not a new experience, this is not the first time this has oc- 
curred. And I don’t think I would be considered to be a prophet 
ifI should say that it may happen once again in the future. But the 
facts are that we were willing as a union to share the fruits of tech- 
nology with the consumer and the stockholder and the worker. This 
isthe way we think it has to be. 

_ This isn’t because we think we are noble. This is not a matter 
just of economic justice, it is a matter of our economy. The economy 
won’t work unless we do it. And 1958 is the best example of why it 





1076 UNEMPLOYMENT PROBLEMS 


won't work, when you consider the gap between what we could have 
produced and what we did produce. 

It wasn’t because of a lack of human need. It was a lack of pur- 
chasing power to translate need into demand to get production into 
motion. 

So, we offered the suggestion of $100. They said, “Fantastic, non- 
sense, at 1958 production levels. And if they were even higher, it 
would be still fantastic.” But we said, “At something approximating 
full employment levels, you can do this and make the highest profit you 
have ever made.” 

I sat and had dinner with the Governor of a big State some weeks 
back. It was not the Governor of Michigan. I haven’t had dinner 
with him for many, many years, despite the propaganda. And I 
said to this Governor—and there were four of his assistants with 
him—I said, “You know, I consider you to be one of the most knowl- 
edgeable men in public life’—and I think he is, and he said, “T like 
to think of myself as being one of the more knowledgeable figures in 
public life. I read oneything I can and I try to keep up with social 
and economic problems.” And I said, “I think you have a right fo 
say that you are among the most knowledgeable,” and I said, “I want 
to see how much you know. What do you think the profit of General 
Motors Corp. was in the first 6 months of 1950?” He thought for a 
moment, reflected, and he said, “$400 million.” So I wrote down 
$400 million. 

I said to his administrative assistant, “What do you think it was?” 
He said, “I think the Governor is pretty close, $400 million.” 

Three of the Governor’s assistants agreed with him. The fourth 
fellow was a little more courageous, he said, “I think the Governor is 
abitlow. I think it was $450 million.” 

I said, “You see, this is our basic problem. There has been much 
more heat than light about inflation and the causes of inflation and 
here you are the Governor of a big State, you pride yourself in being 
knowledgeable, and yet you think General Motors made $400 million. 
I will tell you what they made: $1,273 million profit before taxes in 
the first 6 months in 1959.” He said, “That is fantastic.” I said, 
“Of course it is fantastic, but that is what happened.” 

Ford and General Motors could have cut the price of every car and 
every truck $100, every car and truck they made in the first 6 months 
of 1959—and still have made approximately 20 percent return on their 
investment after taxes. 

I don’t say those things because I take great pride and joy in lam- 
basting the automotive industry. I just happen to believe that facts 
of this kind are the arithmetic of the future of America, because they 
indicate the tremendous possibilities of progress, of economic progress, 
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of human progress, and human fulfillment. Free labor and free man- 
agement have to find a more rational, a more effective way of sharing 
this abundance that this joint effort makes possible, sharing it with 
workers and with consumers and with stockholders and with farmers 
so we get growth and expansion and not stagnation. Let’s not fool 
ourselves. The people who get the biggest share of this $1,273 million 
can’t keep the values that they cherish in a vacuum. They have to 
protect them in America, and together we have to protect them in 
the world. And if the American economy does not achieve the growth 
and expansion that we need to maintain full employment, we are all in 
trouble together. 

One of the things that they say is, Yes, this is all very fine, but, you 
know, it costs a lot of money to build these new factories, and therefore 
corporations have to get these tremendous profits. If we pay out more 
in wages, or reduce the price of our goods, then we won’t have the 
profit essential to finance expansion and growth. 

Now, no one in his right mind believes in an economic Santa Claus. 
The only way we can have more economic wealth is to create it. And 
the only way we can create economic wealth is by the application of 
human effort and human know-how to the tools of production as they 
relate to the economic resources available. There is no other way to 
do it. And, therefore, we need more tools, we need to expand our 
factories, there needs to be capital available to make that possible. 
That isall true enough. Yet the automotive industry in 1958 had the 
capacity to make 10 million cars but we made four and a quarter mil- 
lion. Was the need for more capacity, or was the need for more cus- 
tomers to bring the existing capacity into production? And what was 
true of autos was true of steel, it was true of appliances, it was true of 
one basic industry after another, which accounts for that one-third 
additional capacity. 

At the end of the war we needed the greatest emphasis upon the 
creation of new capital and the expansion of facilities, because we had 
that great reservoir of accumulated consumer demand. The capacity 
to serve that demand was not adequate, and we had to shift the em- 
phasis to capital essential to expand our industrial production to meet 
the need. 

But when that job was done, when we put roughly $350 billion into 
expanding our capacity, anyone should have known, with the new tools 
and the new factories, with automation and the new technology, that 
we would have to shift the emphasis to expanding purchasing power 
tomatch our productive power. 

Here is a chart—and again the source is not labor, it is the Mc- 
Graw-Hill economics department. 





1078 UNEMPLOYMENT PROBLEMS 


(The chart referred to follows :) 


CHart H 


‘DEPRECIATION NOW MEETS ALMOST ALL INVESTMENT NEED. 


1953-57: | 1958- 62: 
“NEW MANUFACTURING PLANT NEW MANUFACTURING PLANT 
AND EQUIPMENT COST AND EQUIPMENT WILL CosT 


#50.8 BILLION $47.8 BILLION 
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Mr. Revruer. McGraw-Hill is considered to be a reliable, conserva- 
tive, respectable organization. In the 1953-57 period, they present 
the need of capital expansion in terms of new equipment, new plants 
and so forth, for the manufacturing industries; $31 billion of a total 
of $50.8 billion came out of deprec iation allowances. Only $19.8 bil- 
lion of new money was required, most of which was not new money in 
the classical sense. American capitalism has developed a character- 
istic that Karl Marx never thought about, the phenomenon of 
plowed back profits, refinanced expansion out ‘of profits. ‘The point 
that I make here is that out of the total $50.8 billion, $31 billion was 
accounted for by depreciation allowances in that period, based upon 
the McGraw-Hill data. 

In the 1958-62 period, with a net. requirement of $47.8 billion for 
new facilities and modernization, $45.2 billion will have been dle- 
rived from depreciation allow agp and a mere $2.6 billion will be 
new money, plowed-back profits, or funds derived from the sale of 
bonds and stocks. 


Now, what does this mean with reference to employment? If the 
people "who own facilities in a basic industry, where those facilities 
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currently have a capacity greater than the market, go on making those 
fantastic earnings, what are they going to do with the money? The 
investment opportunity is not there. This money is going to stagnate 
if those people get control of it. But if this money goes into the chan- 
nels where it will be reflected in our purchasing power, whether it be 
into schools or hospitals or other things we need, whether it be capac- 
ity of a worker or farmer or a housewife or schoolteacher to buy the 
things they need, then, instead of this stagnation, it will facilitate 


economic growth and expansion. That is why we believe that we have 
to work out the kind of priorities that will put the emphasis where it 
must be in order to get growth and expansion. 

Here is a clipping out of the New York Times of November 11. The 
heading says, “Recession in 1961 Is Possible,” quoting an officer of the 
Chase Manhattan Bank. 

{From the New York Times, Nov. 11, 1959] 


RECESSION IN 1961 Is SEEN PossistE—BuT CHASE MANHATTAN AID TELLS OIL 
PARLEY THAT 1960 WiLL SEE EXPANSION 


BUSINESS CYCLE CITED—METHODS OF CONTROL LISTED—-WORLD SUPPLIES HELD 
AMPLE IN PETROLEUM 


(By John J. Abele) 


Cuicaco, November 10.—A vice president of the Chase Manhattan Bank said 
today that business activity would move ahead strongly in 1960, resulting in “a 
year of great prosperity.” But, he added, there is a prospect of another reces- 
sion in 1961. 

Speaking at a meeting of the American Petroleum Institute here, William F. 
Butler said it was “too early to talk in any specific fashion about the precise 
timing of the next business downturn.” But, he added, businessmen “should 
watch with increasing vigilance for signs of the next recession as we move 
through 1960 and into 1961.” 

“Despite the many sweeping changes in our economic affairs in the past few 
decades, the business cycle has not been repealed,” Mr. Butler asserted. 

Elected chairman of the institute was Monroe Jackson Rathbone, president of 
the Standard Oil Co. (New Jersey). He will take office tomorrow, succeeding 
H, 8. M. Burns, president of the Shell Oil Co. Henderson Supplee, Jr., presi- 
dent of the Atlantic Refining Co., was elected vice president for transportation 
of the A.P.I., and Frank M. Porter, president of Fain-Porter Drilling Co., Okla- 
homa City, was reelected president. 


OUTLINES BUSINESS COURSE 


Mr. Butler summarizes the course of business activity in the next two years 
as follows: 

“The next 2 months will be a period of shortages; of scrambling for steel and 
other supplies, of trying to increase production of metals and metal products to 
meet urgent demands, 

“The first half of next year promises to be a period of very rapid expansion in 
production and employment. Shortages should be worked off and inventories 
rebuilt. Production will move toward practical capacity in most lines. 

“The rate of advance will be slower during the second half. The pressure to 
build inventories will ease * * * the major expansion will be in plant and 
equipment expenditures. 

“In 1961 general business may move onto a virtual plateau, preceding another 
general downturn. The atmosphere will begin to change toward buyers’ markets 
i most lines and toward shrinking profit margins and problems of excess 
capacity.” 

FIVE BASIC PROBLEMS 


Looking at longer-term prospects, Mr. Butler said there were five basic economic 
problems to be concerned about: “Containing inflation; maintaining a balance in 
our international financial accounts; moderating the impact of recessions; in- 
ae the pace of our economic advance; making better use of our growing 
aliuence, 





1080 UNEMPLOYMENT PROBLEMS 


“There are a number of things that could be done to bring the business cycle 
under better control,’ Mr. Butler said. “The employment insurance system could 
be improved. We could usefully make the tax system more flexible, so that rates 
would be reduced in a recession period and increased when inflation threatens,” 

Speakers at a panel discussion on the supply outlook for petroleum agreed that 
the world would have ample supplies of oil for many years to come. 

Michael E. Hubbard of the British Petroleum Co., Ltd., said free world reserves 
outside. the United States now amounted to about 220 million barrels. He pre- 
dicted that 425 billion barrels would be available for the next 20 years. 

Minor S. Jameston, executive vice president of the United States Independent 
Petroleum Association of America, said the United States might have as much as 
500 billion barrels of oil reserves, compared with the present proved reserves of 
30 billion. 

Mr. Jameson said that Government policy would be “a controlling determinant 
of future United States oil supply.” 

Donald K. Russell of the Lehman Corp., closed-end investment concern, said 
that investor interest in the petroleum industry was lagging because of excessive 
production and high capital expenditures. He said a 5 percent cut in refinery 
operations and less development activity would improve the situation. 


SOVIET GAINS NOTED 


Theodore Shabad, a Russian affairs specialist of the New York Times, told the 
meeting that the Soviet Union was emphasizing oil and natural gas, rather than 
coal, in its fuel policies. 

Mr. Shabad said the Soviet Union planned to increase oil production from the 
present level of 2,500,000 barrels a day to 4,500,000 by 1965. This rate of growth 
would indicate that Russia would be able to raise its exports to the free world 
from 250,000 barrels a day to 500,000, he said. 

Mr. Burns, the outgoing chairman of the institute, told a press conference that 
the principal difficulty of the domestic industry was excessive refining capacity. 

At a general session, B. L. Majewski, president of the Great American Oil Co. 
and of Signal Perfect Fuels Inc., predicted that the oil industry would be the 
objective of “an election year barrage” in 1960 that would “strike at every branch 
and every function of our industry.” He urged oil men to take a more active 
role in politics “to ward off the legislative onslaught on your very existence.” 

John H. Williams, a member of the Atomic Energy Commission told a refining 
division session that many problems had to be solved before atomic fusion could 
be used as a new source of power. 


Mr. Revutuer. A few months ago, Sylvia Porter, an economist 
who writes a syndicated column in many papers in the United States, 
had a column in which she interviewed the top economists in six Wall 
Street banks. They disagreed on a number of things, but the one 
thing she said they agreed upon was that 1960 would be a pretty 
good year, but there was a real possibility of a recession in 1961. 

Do we have to have recessions every 3 or 4 years? The good Lord 
did not ordain that it should be so. Recessions are man-made. And 
what man can make, he can avoid making. If we begin to get some 
direction in our economy, we can avoid these things. Anybody who 
believes that the blind forces of the marketplace will provide the regu- 
lation and achieve balance in our complex economy is living in 4 
different century. That is not possible. That may have been pos- 
sible in a simple, agrarian economy, it might have been possible in 
the earlier stages of our industrial economy, it is not possible in a 
complex economy in which trade balances and the weapons programs, 
in which the new technology, and so forth, exert a tremendously pow- 
erful impact on the nature of our economy and its direction. 

We would suggest, Mr. Chairman, a list of priorities for the long 
pull that require governmental action. We suggest a minimum wage 
of $1.25 an hour with broader coverage. That would begin to get 
purchasing power in the hands of the lowest income groups. 

You give a worker that gets $40 a week—I don’t know how he lives, 
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ou don’t know how he lives, anybody who doesn’t do it doesn’t 
oe how he exists on $40 a week—you give him $10 more a week, and 
he will put none of that in the bank, he will buy things. That is 
high velocity purchasing power. You give the older people more 
social security, and you give them the Forand bill on medical care, 
so that the dollars they now spend for that—and those are hard 
dollars to part with—will be spent for other things, and that will be 
some more high velocity purchasing power. 

Let’s step up our educational oe in terms of schools and 
teachers’ salaries and the kind of training programs we need, our 
housing programs to wipe out slums, our hospital and medical care 
programs, our research development. In all these areas we are dis- 
sipating our resources and future generations are going to pay the 
price. If we met those needs we would get full employment. 

We would suggest also that there be a real review of the tax struc- 
ture, so that the tax burden of our Federal Government will be placed 
proportionately upon the shoulders of the American people based 
upon their ability to pay. 

We also believe that there ought to be efforts made to bring about, 
both through collective bargaining and by legislation, a progressive 
reduction in the workweek so that technology as it moves forward 
will not mean the sterile idleness of unemployment, but will mean 
the creative and meaningful opportunity to share and enjoy greater 
human leisure. 

We believe also that there is a desperate need in America for 
some sort of a technological clearinghouse so that there will be some 
place where we can get the total knowledge and the total information 
about the changing character of the work force in terms of our new 
technology. Where are we going to be 10 years from now? What 
kind of training programs are we going to need to train people for the 
new jobs? What will be the impact upon the location of industry ? 

Then the question of power. Essentially, the industrial pattern of a 
nation is dictated by the sources of cheap power. Coal was the first 
factor, because it was the source of generation of conventional steam 
power. And then came hydroelectric power, and then came petroleum. 
And now atomic power is down the road not too far. I went through 
a reactor facility in Great Britain, the Calder Hall reactor way up on 
the north coast. They are making plutonium in this plant now. 
This is primarily what it is for, although power is going out over 
the British power grid. I spent a whole day with the works man- 
ager. And I said to him, “If you weren’t making plutonium for 
the defense effort, and were just operating this plant for power, 
how often would you have to change the fuel ?” 

_ “Well,” he said, “We are getting reactors whose fuel elements, if we 
just ran them for power, could last as long as 15 to 20 years.” And 
Isaid, “How much of a load would it be to change a plant?” He said, 
“A big truck could haul enough to run this plant for 15 years.” 

_ Now, at that point the whole impact of power upon the pattern of 
industry is going to change, because the good Lord put the coal in 
one place. He put oil in another place. He put hydroelectric power 
sites in another place. But you can build an atomic reactor anywhere 
if you can haul one truckload of fuel that will last for 20 years. You 
can put that reactor anywhere, and that mobility will have a great 
Impact on the industrial pattern of America. 

47557—60—pt. 320 
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Who is looking ahead, and planning? No one. There has been 
nobody on top of this complex problem which becomes more complex 
each day as our technology accelerates. We must begin to make public 
decisions in the light of the total information, so that private economic 
decisions can be made. 

I say this to the people who want to have the maximum number of 
economic decisions made in the private arena—and I don’t argue with 
them—providing those private decisions meet the basic needs of the 
American people. If they make their private decisions in the light 
of information that reflects economic reality, then their private de- 
cisions will be more adequate, more socially responsible, and more 
equal to the needs, and that is the best guarantee that the Govern- 
ment won’t have to move in and make decisions for them. 

Yet we lack that awareness. My conclusion, Mr. Chairman, is that 
we are in trouble, but not because there is a deficit in our resources; 
we are blessed like no other people in the world in terms of material 
resources. The problem is not that we have a deficit in our tech- 
nology and our know-how and our skills, the problem is that we have 
a deficit in our collective will and our sense of urgency, in a sense of 
singleness of national purpose. What we had better do is get off 
dead center in America. We had better begin to apply the same kind 
of will, the same kind of unity, the same kind of determination to meet 
the problems of peace by achieving full employment and full produc- 
tion now that we applied when we were awakened from our com- 
placency at the time of Pearl Harbor. The challenge is no less great, 
and the stakes are equally high. I think your committee has a tre- 
mendous responsibility to contribute toward making America, toward 
making Congress and the Federal Government, and particularly the 
executive branch, conscious of the dimensions of this problem and of 
some of the things that might be done to meet it. 

Thank you for this opportunity. 

Chairman McCarruy. Thank you very much, Mr. Reuther. 

Senator McNamara? 

Senator McNamara. All of your presentation indicates that you 
consider unemployment a national problem; is that a fair conclusion! 

Mr. Reutuer. That is correct. I think the problem is national in 
scope, and I think that no region, State, or local community possi- 
bly can solve it in the absence of Federal action. 

Senator McNamara. We hear much these days about pockets of un- 
employment, where workers sit around rather than going where there 
are jobs. We had some testimony in the Upper Peninsula that people 
wouldn’t even travel 15 miles to take another job. Up to now, we 
have found none of these pockets of unemployment. What is your 
experience in this area ? 

Mr. Revruer. I think that a worker obviously would prefer to find 
employment in the community in which his family has lived and in 
which he has his friends and his church, and all of his roots. This 
business about the workers just wanting to sit around and vegetate and 
live on the fat. of unemployment compensation and the Federal dole, 
that is a lot of nonsense. There are people, perhaps there are a very 
few who would like to hang around the poolrooms all day and not 
work. But 99.9 percent of the American people want the satisfaction 
and the human dignity that come only as you earn your own livelhi- 
hood. Workers will shift if they can’t get jobs. We think every 
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effort ought to be made to rehabilitate the economy of distressed areas, 
and after that is all done, if some workers have to be relocated, we 
think they ought to be helped in that. We have helped a lot of work- 
ers. We have shifted workers to Twinsburg, and a lot of workers 
have moved into other plants in our industries with the help of trans- 
fer clauses. They weren’t helped to move. The supervisory person- 
nel, Who are more important from the company’s point of view, are 
helped, but the hourly worker is not helped in terms of a moving allow- 
ance. This is one of our demands. It will be renewed the next time. 
[hope the economic climate is more favorable when we are at the bar- 
gaining table, because we intend to get it the next time, if you don’t 
give it to us by legislation before that. 

~ Senator McNamara. I wish I could promise that we would, but it 
would be a rather empty promise. 

As your presentation indicates, you think that we should have a 
minimum of 5-percent growth in our gross national production. Do 
you relate that directly to the 314 million jobs that would be created 
inour economy ¢ 

Mr. Revruer. That is right. The two things go together, a 5 per- 
cent minimum growth rate would pick up the slack created in em- 
ployment by technological displacement and growth in the work 
force. 

I think that, if you have a dynamic 5 percent growth rate, you 
create a momentum that may enable you to achieve a higher rate, but 
5 percent is considered to be the minimum necessary to maintain full 
employment. 

Senator McNamara. We have had some testimony in our record by 
a witness at one of our Washington hearings that indicated that he 
believed, speaking for his national organization, that some unemploy- 
ment can be an economic good. You might have read something in 
the papet’s about that. Do you have any comment on it? 

Mr. Revtuer. Well, that sounds like the National Association of 
Manufacturers/chamber of commerce theory. That theory is always 
based on the assumption that some unemployment is good so long as 
the other fellow is unemployed. Obviously, in our kind of free so- 
ciety you are always going to have some small float, people are quit- 
ting and changing jobs, and so forth. No one expects to dry that up, 
because I don’t think even a regimented economy—and we are not 
in favor of a regimented economy—can have absolutely total employ- 
ment. What we are talking about is the difference between 5 percent 
tnemployment and what would be a normal, small float that would 
facilitate shifts of the work force and transfers from job to job. 

Senator McNamara. I was interested in this—the plant moving 
from Indiana to St. Louis. Was this strictly an assembly plant? 

Mr. Reurner. Originally the Briggs Co. had the stamping plant 
and made bodies in Evansville, and the Chrysler Co. had the assembly 
plant. And when Chrysler took over the Briggs operation they had 
both. So itis both a body plant and a final assembly plant. 

Senator McNamara. There are many other questions, but I think 
your presentation certainly does bring a great deal of light to the 
problem that we are trying to do something about here. And certainly 
it is going to be very helpful in the consideration of recommendations 
for legislative action to the Senate of the United States. 

Thank you. 
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Chairman McCarrtuy. I would like to take up the question raised 
by Senator McNamara on the matter of whether or not we do need a 
kind of reserve or a cushion of unemployed. The thought of some 
people and the recent publicity given to Mr. Mitchell and his 3 million 

oal would seem to reflect the opinion of Mitchell that 3 million is an 
ideal—if the record had shown there were 2,999,999 people unem- 
ployed, he would have said this is the good society. 

Mr. Reutuer. He would have celebrated. 

Chairman MoCarruy. He would have celebrated. But if there had 
been one over, we would have the problem of the hat eating. I think 
the fundamental question raised is whether 3 million unemployed is 
good, whether it is a safe goal or not. 

Mr. Reuruer. I think the position that 3 million unemployed is a 
safe goal, and therefore we ought to accept it and live with it and not 
get excited about doing something about it, is both unrealistic and a 
callous attitude toward the needs of people. I personally think that 
something like 114 million unemployed in this country would be all 
that would be needed to provide the flexible float representing shift and 
changes that would be normal. Where you have anything above that 
figure, I think you are dealing with unemployment which is not 
normal and that ought to be considered a problem that needs attention. 

Chairman McCarrny. Do you agree that this one and a half should 
be actually a floating unemployed group, not one in which 80 percent 
are permanently unemployed ? 

. Revtuer. That is right. That 114 million should not be a 
fixed group of people who are in an isolated pocket. It ought to be 
a constantly changing group, actively seeking work and adequately 
protected during the interval of joblessness by unemployment com- 
pensation. You will find that in chronic areas of unemployment, un- 
employment has been of long duration for many people. Now, ina 
healthy, expanding economy you can have 114 million péople un- 
employed, but they would always be a different group of people in 
the process of changing jobs. That is a healthy thing. But when you 
have people unemployed for 36 months and 24 months and 18 months, 
that is not unemployment to facilitate flexibility in the economy. 

Chairman McCarruy. I think it is significant that when Mitchell 
began to send cake around, that he sent it only to the people whom 
he seemed to think were immediately responsible for putting the num- 
ber over 3 mililon. 

Mr. Revruer. Well, it is a strange thing. I think that the loss of 
steel production is a very tragic thing. I think that we ought to have 
labor-management relations capable of avoiding that tremendous 
economic loss. But we had a tremendous loss of steel production in 
1958, and these same people were quite complacent about it, they 
weren’t getting agitated about the fact that we had a steel production 
loss in 1958 because we had mass unemployment. 

Senator McNamara. And no strike. 

Mr. Reuruer. There surely wasn’t any strike in 1958 in steel. 

Chairman McCartuy. Would you care to suggest a few more names 
that he might include on his list for distribution of cake? 

Mr. Reuruer. I say, talking about unemployment, he should have 
had a big enough cake baked to send to all the unemployed in the 
United States, and it would have had to be a big cake. 
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Chairman McCartuy. Do you think he should have included the 
Secretary of the Treasury ? 

We have many questions, Mr. Reuther, but we do have your pre- 
pared statement. And we hope we have a chance to hear testimony 
from you again before we conclude the hearings and prepare to write 
the report. 

Mr. Reuruer. Thank you for the opportunity. y 
Chairman McCarry. The next witness is Mr. Max Horton, of the 
Michigan Employment Security Commission of Detroit. 

Mr. Horton, will you proceed with your testimony ? 


STATEMENT OF MAX M. HORTON, DIRECTOR, MICHIGAN 
EMPLOYMENT SECURITY COMMISSION 


Mr. Horron. Mr. Chairman, and members of the committee, if I 
may, I would like to preface my statement here this morning by point- 
ing out that the Michigan Employment Security Commission by 
statute is comprised of four members, two representing management, 
two representing labor, two Republicans, two Democrats. The sub- 
stantive viewpoint of these direct interest groups will be expressed 
through testimony of other witnesses that have been called and for this 
reason I will try to confine my statement to the administration of the 
program and to the general topic of employment security. 

I am certain that everyone present here this morning has had a 
demonstration of the very exhaustive discussion that Mr. Reuther has 
just made with respect to this subject. And I am certain that manage- 
ment representatives to follow will also have a great deal to say. 

In your letter inviting me to testify before the committee, Chairman 
McCarthy, you listed several questions which the committee will have 
toconsider in making an investigation of our unemployment problems. 
The outline seems tobe all-inclusive, and for that reason I will attempt 
somewhat to follow that outline. 

As an administrator of a State’s employment security program for 
some years, and as an individual living in the community, certainly I 
will have some viewpoints with respect to this matter. 

Iam very happy that you have included Michigan, and particularly 
Detroit and Marquette among the locations of your field hearings. As 
you know, in 1958, Michigan had a period of chronic unemployment, 
and we have averaged more than 400,000 unemployed for the entire 
year. The average unemployment for the country during 1958 was 
slightly less than 7 percent, while in Michigan unemployment was 
almost double the national average at 13.6. Thus, on the average, 
one Michigan worker in seven was out of work during the average 
month of 1958, which meant that perhaps one in four was unemployed 
at some time during the year. During previous years of high unem- 
Menent, it tends to be localized in specific areas. 

y contrast, unemployment in 1958 affected practically every major 
labor market area in the State. Only Kalamazoo did not have a sub- 
stantial surplus classification through the most of 1958. In addition 
tothe regular classified major labor market areas, 22 smaller pei am 
areas not regularly classified were on the substantial labor surplus list 
during some part of 1958. 

_ The severity of unemployment in Michigan in 1958 can further be 
indicated by the number of claimants for unemployment compensa- 
tion who were unemployed so long that they exhausted their benefits. 
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In 1957 the number of exhaustions among Michigan benefit claimants 
totaled 73,300. By contrast, the number of exhaustions in 1958 under 
the State program and the Federal programs administered by the 
State, unemployment compensation for veterans and for Federal em- 
ployees, exceeded a quarter of a million—250,000. In addition, there 
were more than 100,000 exhaustions of benefits under the temporary 
_ unemployment compensation program which began in July 1958. 
However, I should like to emphasize here that, while specific States 
and labor market areas may have had much more severe unemployment 
during the recession than the United States as a whole, unemployment 
can hardly be regarded as a local or even regional phenomenon. The 
unemployment of a specific individual at any given point in time may 


indeed be due to elements peculiar to an industry, to a locality, or even J 


to himself, but the explanation of the economy’s inability to reabsorb 
large numbers of such unemployed workers for long periods of time 
must ordinarily be sought in factors of much wider scope. 

I need hardly point out to you that the railroad workers, the seamen 
on the Great A ai freighters, and the production workers in south- 
eastern Michigan’s automobile plants, totaling at least 117,000 by the 
end of October, who were thrown out of work by the strike in the steel 
industry, were affected by circumstances over which neither they nor 
their employers had any control. Secondary unemployment resulting 
from the steel strike is, of course, readily identifiable, at least in its 
grosser manifestations, but I am sure that there have been numerous 
instances of unemployment of individuals which could have been 
traced back to economic dislocations resulting from the steel strike, 
or some other causes. - 

I think it might be well to point out that unemployment. compen- 
sation has been in existence for some 21 or 22 years. And I have often 
been asked, What is unemployment, what isthe normal period? That 
you cannot define. This was born in the depression. We had the pent- 
up demand for goods, particularly durable goods here in Michigan, 
because there had been no automobiles produced during the war years, 
and our manufacturers were ready and wanted to get at that pent-up 
market, so we had a rather lush employment period here in the late 
1940’s. We felt a depression in 1949, and then with the Korean dispute 
in 1953, we had a tremendous upsurge in employment, particularly in 
defense spending, with over 200,000 employed in Michigan at that time 
on defense industries against less than 40,000 at this period in 1959. 

Then again in 1955 and 1956 were good years, and then we had the 
1957-58 depression. ; 

So we don’t have any period that we can point to and say that it 1s 
a normal period. 

I do know that in 1958 alone, in Michigan, this program was put 
to a pretty severe test. We paid $323 million in regular benefits, 
and $75 million under our TUC program. Now, those were dollars 
that went to pay the landlord, the grocer, and, to use the phrase that 
Mr. Reuther did, they were volatile dollars, they went into the hands 
of consumers that immediately expended them, and according to our 
calculation, they rotated about nine times faster than a normal pay- 
roll dollar. ; 

I would like also to point out, because you have heard some testi- 
mony by the prior witness with respect to Federal standards and 
the need for Federal assistance in this program, I am well aware that 
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there are two schools of thought, and I would like to point out that 
the cost of unemployment insurance in Michigan in 1958 was 6.3 
percent of taxable payroll. Now, in a competitive economy, any 
State cannot, in my opinion, stand that cost rate for very long. And 
[think that those that favor the present Federal-State program had 
better take that into consideration, because in the very beginning of 
the social security legislation it was pointed out that there would have 
to be equity in terms of the competitive position and free interstate 
commerce as far as the cost of unemployment insurance is concerned. 

I would also like to point out that before the House Ways and 
Means Committee last year, Father Joseph Becker was asked to 
testify. And he has been quite a student in this field. And he pointed 
out that in periods of chronic unemployment that it was very ques- 
tionable as to whether the present program was going to meet the 
test. And he suggested that perhaps there should be two programs; 
one would be on the right basis, and the other on the need basis. 

I think that those things should be studied, and studied carefully. 

I think that part of our problem is a matter of maldistribution, 
where we have these free migrations of peoples and dislocations of 
industry and relocation of industry, so that some of the programs 
that were introduced last year in the Congress with respect to un- 
employment compensation that would provide for relocation allow- 
ances and for unemployment benefits to some people that had no wage 
edits or firm attachment to the labor market area going to require 
considerably more study. 

I know that here in Detroit we have approximately 65,000 at the 
present time chronically unemployed. This has resulted from con- 
solidations in the auto industry and closings, such as Hudson, Packard, 
Murray Body, Motors Products, and so forth. Most generally those 
people are older workers, and are entitled to reemployment. They 
showed their capacities, many of them had a seniority of 24 years or 
more. 

Now, the population explosion that we expect in the United States— 
it has been indicated it will be somewhere around 178 million to 215 
million by 1970 and from 7 million here in Michigan to 10 million 
by 1970—indicates that we are going to have to have more jobs here 
in Michigan. 

In fact, in a recent release by the Upjohn Foundation it was indi- 
cated, and seems to have substance, that we were going to need at least 
100,000 new jobs for the next 11 years to keep pace with population 
ind demands for a healthy economy. 

It appears that with the decentralization of the auto industry that 
there is going to be need for a more diversified economy here in Michi- 
gan, and I think it is something that every citizen should take to heart 
ud work toward. 

I think that the fact that Michigan has been a highly productive 
economy over the years and traditionally, that they have been a high 
provider of Federal taxes, tax moneys that have gone to other States 
or development of other Federal projects such as tidewater develop- 
ment, irrigational projects, water development projects such as Boul- 
ler Dam, and so on and so forth, shouldn’t leave the people here ini 
Michigan with a feeling that in their time of need they shouldn’t ask 
the Federal Government for assistance if they need it. 
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Now, if I may, I would like to move along to some of the questions 
that you posed in your letter to me. 

You indicated you would like to know what economic factors are 
more important in the incident of unemployment. And I think that 
I have touched upon some of those. There is going to be a continuing 
change in our need to develop more information than we now have 
about such factors as automation, transportation requirements, prox- 
imity to raw materials, national defense—-which I have just shown 
and illustrated, and which has hit Michigan extremely hard—inter- 
national trade competition, wage patterns, and such other factors as 
depletion of national resources, obsolescence of skills, changes in pub- 
lic taste, and the seasonality of industry, and the deterioration of the 
tax base in central cities. I am certain that Mayor Miriani touched 
upon that this morning. 

The long-range effects of automation, I hope, are going to have its 
effect in terms of changing around our balance of international trade, 

However, we are going to have short term dislocations. And those 
short range effects are extremely serious. And it means that perhaps 
management should look to see if they can’t mitigate the effects of 
automation by using the usual 2-year load period normally involved 
between the time of a policy decision on the part of management and 
the actual installation and use of automated machinery to take full ac- 
count of its own changes and personnel requirements and to plan for 
the orderly absorption of workers who are likely to be displaced, and 
for the training of workers in new types of skills that may be created 
and be required to operate the automated machinery. 

The Michigan Employment Security Commission has undertaken 
a series of studies to determine the relationship between the current 


and prospective labor demands over a 5-year period in a number of 
significant occupations to the current and respective labor supply in 
the same occupations over that same period. These area skill sur- 
veys—and we have the pilot project running in Monroe and other 
scheduled for other parts of the State—we believe deserve the full co- 
operation of management, labor and other agencies interested in the 
parton of the labor force, that this study can be of tremendous 
elp. 


Now, I have touched upon the changing population pattern. And 
I know that you are working against time, so I will say nothing fur- 
ther there. 

On transportation requirements, there is need for improvement on 
many of our most traveled highways, and improvement in the conges- 
tion of the downtown areas of our larger cities. The St. Lawrence 
Seaway, and Mackinac Bridge, are long-term favorable factors. But 
we do not as yet have full ability to profit from the seaway because 
of our limited dock facilities. 

As to proximity of raw materials, many of Michigan’s raw mate- 
rials and resources have been exhausted. Careful conservation of the 
water we have left, through the development of reforestation; the 
control of lamprey, which has largely destroyed Great Lakes fish- 
ing; and the development of our unlimited water supply will con- 
tribute much to Michigan’s economic growth in the future. 

Now, it appears to me that even though the trend in defense spend- 
ing has gone from vehicular equipment to missiles and electronic 
equipment, that there can be something done where we have this excess 
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manpower to channel more national contracts, defense contracts, if 
you please, into Michigan. And certainly anything that we can do 
as an agency we have always attempted to do, and will continue to do. 

For man oer the United States exported a great deal more than 
it impo: rom the rest of the world. And this is with respect to 
international trade competition. We were the developers of mass 
production, and were far ahead of the rest of the world in technology. 
It is one of the facts of economic life which we must accept that the 
favorable balance of trade which had been built up until recent years 
cannot continue, since in some respects the culeodieans of other coun- 
tries is the equal of our own, and with the existing differences in wage 
levels and the standard of living we cannot meet foreign competition 
inevery field of production. 

However, we believe that through improvement in technology, we 
may eventually have general beneficial results, since rising standards 
of living will mean better economic conditions throughout the world, 
and a better source for our markets, better markets for us, from which 
we will benefit. However, there will be displacements in the short 
run, and in many cases the only way in which we will be able to com- 
pete successfully will be in the continued improvement of our own 
technology. 

On wage patterns, to some degree the level of wages is a mirror of 
the demand of labor and of the degree of industrialization of an area. 
Wages, however, are not as sensitive to reductions in labor demand as 
has been true in the past, because of such factors as unionization, 
seniority rules, escalator clauses, and so forth. However, it is gen- 
erally true that the greater the demand of industrialization, the higher 
the wage level. Thus while wage differentials may encourage the 
movement of industry from one area to another, the movement will 
tend to equalize wages in the long run. In any event, the existence 
of large pools of labor in Michigan would seem to guarantee that new 
industry could obtain qualified workers at wage levels that are very 
little higher than the average for comparable industrial areas. 

Now, with respect, Senator McCarthy, to the basic list of economic 
factors, I would like to add to the depletion of national resources 
which I have already commented upon, the obsolescence of skills; 
changes in the public taste, and the standard of living; the seasonality ; 
and the deteriorating tax base of industrial cities. 

There are also factors which have a greater effect in Michigan than 
in other areas. Prominent among these is the decentralization of the 
auto industry, the degree of concentration of Michigan industries in 
durable goods manufacturing, and the continued reduction in the per- 
centage of the labor force which is engaged in the production of goods 
as distinguished from the production of services. 

_ Imight say that from 1953 to 1959 we lost here in Michigan 180,000 
jobs in manufacturing. 

Now, what can be i to alleviate the present unemployment ? 

I think that, first of all, there should be serious study given at the 
State and the National levels to improving the employment security 
laws. I think that there should be a study also made as to what expan- 
sion is required in terms of this program, if any, or if it should be a 
separate program. I am aware of the fact that the area redevelopment 
bill was passed by the last Congress. However, in our analysis of 
that bill, as far as Michigan is concerned, we feel that it is not adequate 
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either in terms of triggering the use of it, or in the provisions of it, 
that it would be a very feeble bill in terms of the problem that we had 
in 1957 and 1958. I think that you should look at that type of legisla- 
tion, if that is what the Congress is interested in, and see that it is made 
adequate, if that is going to be any vehicle that will be used. 

There was comment made this morning with respect to training and 
retraining of displaced workers. I have been chairman of the Goy- 
ernor’s committee on training and retraining for the past several 
years, and certainly I can assure you that I think I know a lot more on 
this subject than when I undertook that first assignment. And I might 
say I am a little more disillusioned about it than I was at that time. 
I say that because I feel that there has to be some assistance by govern- 
ment, to the extent that management is unable to do it within their own 
shops in training and retraining of workers. 

Now, we made studies of facilities in our technical schools and 
junior colleges around the State to see what we had in the way of job 
situations and what we could do in terms of retraining people. Some 
of the things we found right here in Detroit was that most of the 
equipment being used in our technical schools came in during the war 
years when we were training for defense jobs, and that a lot of this 
equipment was outdated, and obsolete to the extent that they were 
teaching some techniques that were no longer used in the plants. We 
found also, through job studies of our commission, that the unem- 
ployed, the people that need this training the most economically, are 
the ones that have the least in the way of formal education. And, for 
that reason, there would have to be some sort of a device perfected in 
the way of a test that would screen those people that would not benefit 
because of lack of formal benefit from training. 

Now, there is a provision in the Michigan Employment Security 
Act that will allow additional benefits up to 38 weeks, where people 
are undergoing training. And with that in mind, we had a pilot 
project going up in Iron Mountain, Mich., soon after the Ford Motor 
Co. plant there closed down. Our experience in an isolated com- 
munity on small basis shows that training and retraining is one of 
the solutions to this problem. However, I think that there needs to 
be a great deal of study—I know that when we were in the Upper 
Peninsula this summer holding some commission meetings that I advo- 
cated something of this kind, and I was quite impressed and happy 
when I found an editorial in the Escanaba Daily Press, dated August 
17, indicating that one of the largest manufacturing plants in the 
Escanaba area was cooperating with the school board there and open- 
ing up their plant and their facilities for training, with the under- 
standing that those people had no obligation whatsoever to go to work 
for this particular company, that they were free agents, and could 
go anywhere after they had received that training. I think that this 
is the sort of thing that needs to be done on a community basis, be- 
cause if it isn’t done on a community basis, then I think that the Fed- 
eral Government and the State government will have to assume some 
responsibilities there. 

Now, I also spent considerable time in July and August with what 
I consider to be one of the best equipped community colleges here in the 
State of Michigan. 

And, finally, in preparation for what I hope to be a more expansive 
retraining course, I asked them to give me a breakdown on the total 
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hours involved and tuition for the following courses, which we might 
then review and discuss with my commission. And I list them: 
Radio and television service, automatic transmission, automotive body 
pumping; mechanical drafting; calculator operation, and home ap- 
pliance repair. I just used this as a test. 

That was on August 6. And I received my answer on November 3. 
And I just want to read from that, if I may, to indicate and empha- 
size that there is need for a tremendous effort and study in this area: 

Iam sorry to be so late in answering your letter of August 6 regarding courses 
of instruction available at our community college for the upgrading of employed 
workers. After spending considerable time in examining all of our courses 
offered, I find it hard to believe that we have so little to offer for such a program. 
The most difficult job is time and programing of separate courses. This makes 
it difficult to put together separate courses into a suitable package that will 
develop the desired vocational skills and technology in the 38 weeks available 
to make the individual employable. 

I won’t read the rest of it, and, of course, it is a privileged docu- 
ment. But I think that points out, Mr. Chairman, and members of 
the committee, that there is a problem in this area. And, of course, as 
we all know, within the next 10 years there is going to be more stress 
placed upon skills. And, of course, the older worker, the minority 
group worker, if he has a skill, we can find him a job. But his em- 
ployability today and in the future, in my opinion, depends a great 
deal upon the skills that he has. And I thank you for this oppor- 
tunity to appear before this committee, and I hope that I may have 
helped you some in your deliberations. 

vhairman McCarruy. Thank you very much, Mr. Horton. 

Senator McNamara? 

Senator McNamara. I have no questions. But I want to assure 
Commissioner Horton that he has certainly made a great contribution 
toour record, and we appreciate his appearance. 

Chairman McCartuy. The next witness scheduled is Louis Seaton, 
vice president of General Motors Corp. of Detroit. 


STATEMENT OF LOUIS G. SEATON, VICE PRESIDENT IN CHARGE 
OF PERSONNEL, GENERAL MOTORS CORP., ACCOMPANIED BY 
E. R. BRAMBLETT, DIRECTOR OF LABOR RELATIONS; H. S. 
BENJAMIN, JR., LEGAL STAFF; V. J. LAURIE, FINANCIAL STAFF; 
AND R. L. HIBBARD, DIRECTOR OF UNEMPLOYMENT COMPENSA- 
TION 


Chairman McCarruy. Mr. Seaton. 

Mr. Szaton. My name is Louis G. Seaton. I am vice president of 
General Motors, in charge of the personnel staff. 

I would like to introduce my associates here at the table. 

We have Mr. Laurie of the finance staff. Mr. Hibbard of my staff, 
who is an expert on unemployment compensation. Mr. Benjamin of 
the legal department, and Mr. Bramblett who is director of labor 
relations for General Motors. 

We are appearing here today at the request of your committee. 
And on behalf of our management, I wish to express our appreciation 
for the opportunity to testify before your committee. 

I have copies of the General Motors statement for the committee. 
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Chairman McCartuy. Do you wish to have it printed in full for 
the record ? 

Mr. Sgaton. Yes, sir. 

(The prepared statement of Mr. Seaton follows :) 


PREPARED STATEMENT OF Louis G. SEATON, VICE PRESIDENT, GENERAL Morors Corp. 


Mr. Chairman, my name is Louis G. Seaton, vice president of General Motors 
in charge of the personnel staff. On behalf of our management I wish to express 
appreciation for the opportunity to testify before your committee. 

We have noted that U.S. Senate Resolution 196 states that the purpose of your 
committee’s inquiry is “* * * to make a full and complete investigation and 
study of unemployment conditions in the United States, giving particular con- 
sideration to areas of critical unemployment for the purpose of determining what 
can be done to alleviate such conditions * * *.” 

We believe we can most helpfully contribute to your inquiry by dealing in 
this statement with facts and developments that relate to our own business— 
matters with which we have had firsthand experience over a period of many 
years. As will be brought out later, many practical steps have been taken in 
General Motors through the years, not only to improve employment stability but 
to expand employment opportunities. Considering the anticipated population 
growth in our country, the latter continues to be a most important national 
objective. 

Accordingly, in the first part of this statement we shall deal with economic 
growth and the development of new job opportunities resulting from that growth, 
both as related to our business. We also intend to discuss steps taken to deal 
with the problem of employment stability; programs to cushion the effects of 
unemployment, and employee training. 

The reason for our emphasis on economic growth and expanding job oppor- 
tunities is rather obvious, we believe. For, clearly, the only sound and perma- 
nent answer to unemployment is expanding employment—and this expansion can 
come only with economic growth. 

In this regard the growth record of our company over the past 25 or 30 years 
is revealing. Over this period of course the economy as a whole has expanded 
substantially. But General Motors has done more than keep pace with the 
economy. Cars and trucks and the other products we manufacture—virtually 
all of them built around a motor—have become increasingly important factors in 
the economy. Motor vehicles, for example, have supplied an increasingly vital 
need of transportation for people and goods, and today cars are a necessity, not 
a luxury for most people. 

Our record demonstrates that we have been successful in serving the needs 
of expanding markets for automobiles, trucks, household appliances, and other 
products. The objective has always been to enhance the utility and value of our 
products so as to attract more customers and meet their demands, by means of 
intensive research and engineering development programs on the one hand. On 
the other hand, major investments in modern, technologically advanced facili- 
ties have been provided. These substantial capital investments have been in 
the interest of efficient, high-quality production. They have been necessary, 
too, to enable General Motors to meet the needs of expanding markets. 

Particularly important from the standpoint of your committee’s interests, our 
capital expenditure programs, together with product progress and forward plan- 
ning, have helped to bring about substantial expansion of job opportunities in 
General Motors. 

Specifically, General Motors’ employment in the United States has risen from 
an average of 340,652 jobs in 1948 to 440,276 in the first 9 months of 1959. This 
is an addition of just under 100,000 good jobs in our organization in 11 years— 
an increase of 29 percent. 
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By way of comparison, the country’s total labor force has expanded from 63 
million in 1948 to about 72 million currently. This is an increase of about 14 

cent. 

In other words, jobs in General Motors have grown at twice the rate of the 
growth in the country’s total labor force. Job growth in General Motors has 
generated job opportunities in other businesses—in supplier industries and in 
our dealerships, for example. 

Since you are also interested in regional and local data, we should add that our 
employment in Michigan rose from an average of 154,117 in 1948 to 186,809 in the 
first 9 months of 1959. In the Detroit area our employment increased from 
45,699 to 65,051 in the same period. 

Currently, of course, 213,000 General Motors employees across the country 
(111,000 in Michigan, including 35,000 in the Detroit area) are out of work due 
to the effect of the steel strike. 

A few additional observations regarding product and facilities improvement 
are in order. 

As I said a moment ago, our continuing goal is to offer the customer greater 
value and greater utility. It is safe to say that the period since World War 
II, and particularly the decade of the fifties, has seen more progress in this di- 
dection than any other like period in the history of the industry, much of it 
pioneered by General Motors. 

Without going into detail, suffice it to remind ourselves that 3 years have 
seen automatic transmissions become all but universally available throughout 
the industry and widely accepted by the public. General Motors pioneered the 
development of automatic transmissions, and prior to the war only General 
Motors offered them to the public. The perfection and broad public acceptance 
of automatic transmissions gave birth to a new division of General Motors and 
necessitated construction of new plants with new jobs. 

General Motors was first to offer more efficient, high-compression engines. A 
number of new optional features designed to improve safety, performance and 
driving ease have been made available. Examples are various power aids such 
as in braking and steering; improved headlighting and electrical systems, car 
air conditioning, etc. New facilities and new people were needed to manufac- 
ture these items. 

The changes in the appearance of automobiles since before World War II are 
obvious and they are certainly striking. The mechanical improvements I have 
mentioned, plus scores of others that could be cited, are less obvious to the eye 
but just as fundamental. 

To give you an idea of the extent of these changes under the skin that cannot 
be seen from the outside I have included here reproductions of two automobile 
wiring diagrams. The diagram on p. 1094 shows the electrical circuits required 
ina 1935 car. The one on p. 1095 shows the circuits in a 1959 car. 
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I believe these two diagrams make the point I want to bring out; namely, 
that our greatly improved automobiles today are vastly more complex. This 
point could be demonstrated in a number of additional ways. For example, 
today’s efficient, high-compression V-8 engines are far more complex than the 
straight sixes or eights of prewar vintage. Many parts in these engines must be 
held to much finer tolerances than were normal in earlier powerplants. Thus 
today’s cars are better cars, but they are also much more complex and hence 
more complicated to produce. More hours of work are required to build com. 
plex automobiles than simple ones. This is true of the basic car, not considering 
the many additional items of accessory and optional equipment available to and 
desired by many customers today. Thus, contrary to what seems to be popular 
impression, the number of man-hours that go into building a General Motors 
automobile, aside from any accessories and optional equipment, has remained 
substantially unchanged over the postwar period, despite improvements in man- 
ufacturing methods and increased mechanization. 

Chart K demonstrates this point. It shows the trend going back 11 years 
in numbers of vehicles produced per employee per year based on 40-hour weeks, 
As is clear from the chart, there has been no marked movement in this trend, 
certainly no pronounced turn in the direction of more cars per employee per 
year. This is not to say that man-hours on all operations are the same now 
as they were 10 years ago. The fact is that the increased complexity of cars 
and trucks today has just about offset gains from improved methods and proe 
esses. The customer gets improved utility and added value. 


CuHarT K 
GENERAL MOTORS CORPORATION 
U.S. CARS AND TRUCKS SOLD PER 
AUTOMOTIVE PRODUCTION WORKER 
BASED ON 40 HOUR WORK WEEKS 
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The year 1949 is the first post-war year which reflects the return 
to @ pre-war level of operations and output per production worker. 
By 1949, the post-war material shortages had been alleviated, new 
employes trained and equipment renovations completed. 


Chart L shows that the employee’s share of the General Motors sales dollar 
has remained substantially constant for the past 11 years. 7 

Chart M makes the point that the share of the GM sales dollar going 
GM suppliers has also remained quite constant. That is to say, employmetl 
for General Motors employees has not been maintained at the expense of oul 
suppliers. 
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CHART M 


Percentage of the Sales Dollar that vent to Suppliers 
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The number of outside firms upon which General Motors depends for materials 
and services has increased steadily over the years. Our best estimate is that, 
just before World War II, General Motors had approximately 12,000 suppliers. 
A survey made during the war showed that the number then had reached more 
than 19,000. Our latest survey, covering the year 1955, disclosed that 26,000 
American businesses supplied GM with goods and services in that year. More 
than 64 percent of these firms employed fewer than 100 people and 89 percent 
fewer than 500. 

Another point I wanted to make concerns the capital investments that I men- 
tioned—expenditures for new and improved facilities and equipment. These 
expenditures since the end of World War II have amounted to $4.6 billion in 
the United States alone. As I have said, they were necessary both to keep 
General Motors’ facilities abreast of a growing market and to advance product 
and production technology. 

The advancement of technology is the most important single factor in the 
growth of an economy such as ours. It is an age-old process. It has been well 
said that it started with the invention of the wheel. Continuing technological 
advancement is essential to the progress of all. This truth was given historic 
recognition when, more than 11 years ago, General Motors and the UAW-CIO 
concluded an agreement with a provision relating wage improvement to long- 
term technological progress—the increasing productivity of the country as a 
whole. 

This principle was specifically spelled out in a provision written into the 1950 
GM-UWA agreement. It has remained unchanged in subsequent agreements to 
this date. The provision states in part: 

“The annual improvement factor provided herein recognizes that a con- 
tinuing improvement in the standard of living of employees depends upon tech- 
nological progress, better tools, methods, processes and equipment, and a 
cooperative attitude on the part of all parties in such progress. It further 
recognizes the principle that to produce more with the same amount of human 
effort is a sound economic and social objective.” 
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Since 1948, the year the basic GM-UAW wage formula was first adopted, 
the average weekly earnings of GM hourly rate employees in the United States 
have risen from $64.10 to $116.59 for the first 9 months of 1959. Even con- 
sidering the reduced buying power of the dollar, the buying power of these earn- 
ings has increased 50 percent. In addition, our employees now enjoy various 
benefits, such as hospital, surgical and medical expense benefits, pensions, etc., 
which are of substantial value to them and their families. These improve- 
ments in our employees’ standard of living and security would not have been 
possible without the investments in efficient production facilities that I have 

entioned. 
nt takes much more capital now than even a few years ago to provide em- 
ployees with a good place to work and the necessary tools and equipment. The 
amount required for one job in a U.S. plant in 1948 was $5,822. By 1959 it 
had risen to $16,047. Part of this rise has been due to influation; but more 
of it has been due to the fact that modern, complex production equipment is 
costly. Yet it is precisely this type of equipment which permits employees 
to produce more with the same amount—or even a reduced amount—of human 
effort, and hence permits higher pay. 

So far I have stressed the point that technological progress has made it 
possible to offer our customers increasingly better products—better value and 
improved utility. This is what the vast majority of new car buyers traditionally 
have looked for in American cars. Many producers who fail to recognize this 
hard fact ceased to attract customers in the marketplace—and, of course, as a 
result, ceased to be employers, too. 

I have pointed out that as a result of our ability to please customers and 
produce efficiently, just under 100,000 good jobs have been added to the Gen- 
eral Motors rolls since 1948. These are the facts of technological progress. 
This is the record. 

Yet, despite such facts and such a record, there is widespread fear that tech- 
nological progress—the scare word is the recently coined ‘“automation’—is a 
grim reaper of jobs. Our experience and record completely refutes this view. 
Another fact which is frequently overlooked is that without the technological 
progress which has been made, the modern automobile could not be produced for 
amass market. 

I now come to the question of employment stability. This question involves 
a number of factors, including short-term fluctuations due to model change- 
over, strikes in supplier plants, etc.; as well as more prolonged movements 
due to changes in the business cycle, and product acceptance by customers. 

In our own experience employement turnover due to voluntary quits has 
been quite substantial. Employees voluntarily quit their jobs for a variety of 
personal reasons. Some move to other jobs in the same community, others to 
different parts of the country. Many female employees quit to get married or 
have children. The number of employees who quit tends to increase during 
periods of high employment and decrease during periods of reduced employ- 
ment; however, in any period the number of voluntary quits is substantial. For 
the last 10 years, the number of General Motors hourly rate employees who 
voluntarily quit ranged from a monthly average of 3.3 percent in 1953 to 0.3 
percent in 1958. Thus there is constant movement in the employment situation. 
Itis not a static, but a highly dynamic situation. 

As has been pointed out, the employment trend for the entire period 1948 
to 1959 was strongly upward. Fluctuations between individual years, either up- 
ward or downward, were relatively minor except in three instances; a sub- 
stantial buildup between 1952 and 1953, due in part to expanded defense pro- 
duction ; a decrease of about 6 percent following the peak sales year of 1955, and 
adrop from 471,271 in 1957 to 395,451 in the recession year of 1958. Average 
employment for the first 9 months of 1959 was up to 440,276 jobs. Current 
employment would be higher still except for the steel strike—which has caused 
temporary loss of jobs to 213,000 employees across the country. 

Recessions have always affected the automobile business more drastically than 
most other businesses. The reason is that automobiles are durable products 
whose purchase can easily be postponed by most owners, without great incon- 
venience. It has been the experience in periods of declining business activity 
that this is exactly what happens. When the economic outlook is uncertain 
many people become cautious in making major purchase decisions. This attitude 
among consumers prevails in a recession period even if their personal income 
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has not been affected in a major way. For example, in the 1957-58 recession 
personal income in the United States dropped only 1 percent. Automobile sales, 
however, were 26 percent lower in 1958 than in 1957. 

A rapidly declining volume of defense production has also worked against 
stability of employment in our business. In World War II, and again in the 
Korean war, General Motors was called upon to produce a variety of defense 
materials, and in great quantities. Deliveries to the Armed Forces during the 
Korean emergency reached a peak in 1953. It is estimated that 90,200 GM en- 
ployees—out of a total of 493,617—-were employed on defense work in that 
year. 

Chart N shows the trend in GM defense employment during the Korean 
war period and since that time. Naturally, the decline in this trend since 1953 
was not of our own making. 

CHart N 
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General Motors efforts to stabilize employment in its plants go back many 
years. The need for a flexible workweek as a means to maintain a stable work 
force has been recognized in our agreement with the UAW since 1941. This 
provision has remained unchanged since it was first written into the agreement. 
Itreads in part as follows: 

“Both parties agree that it is desirable to give employees high annual earn- 
ings. It is recognized and agreed that there are times when production and 
tooling require overtime and other times when not enough work is available to 
togive employees with seniority a full week’s work * * *.” 

General Motors has made progress over the years in its efforts to stabilize 
employment. Automobile customers, exercising their free choice, traditionally 
buy a large percentage of the year’s production in the spring and early summer 
nonths. However, General Motors has been able to minimize the impact of this 
seasonal customers preference upon employment stability by operating on an over- 
tine basis during these periods of peak customer demand, rather than temporarily 
increasing the work force. 

General Motors has also made progress with other factors which are within its 
control, such as moving ahead the date of the model changeover period and 
shorting the duration of the model change shutdown. These steps, too, have 
contributed to the greater regularity of employment and have increased the 
annual earnings of General Motors employees. 

Our agreements with unions provide for certain procedures designed to promote 
stability of employment. For example, our first comprehensive national agree- 
nent with the UAW, the agreement of 1940, and every national agreement since 
then, has provided for the job placement of those affected by technological change. 
Here is language of the agreement on this point: 

“When changes in methods, products or policies would otherwise require 
the permanent laying off of employees, the seniority of the displaced empolyees 
shall become plantwide and they shall be transferred out of the group in line 
with their seniority to work they are capable of doing, as comparable to the 
work they have been doing as may be available, at the rate for the job to 
which they have been transferred.” 

Job placement for those affected by technological changes may involve making 
a job available by transferring an employee with less seniority to another job. 
The number of employees who quit their jobs voluntarily far exceeds the 
number displaced, even temporarily, by technological change. 

Readjustments of the work force made necessary by the introduction of better 
methods, more efficient tools, or more highly mechanized equipment does not 
necessarily mean a smaller work force. As has been pointed out, the General 
Motors work force expanded by just under 100,000 jobs since 1948—in the very 
years that saw automation become a scareword signifying “job killer.” 

Along with the growth in the actual number of General Motors employees, 
there has been an increase in the proportion of higher rated jobs. 

In that connection, many improvements in working conditions have been 
brought about through technological change. Modern factories with modern 
e«uipment and facilities provide better, safer places for people to work. In 
fact, one of the purposes of much of the improved technology has been to elimi- 
tate heavy lifting and other undesirable manual features of job content. Tech- 
nology has also aided in providing all of our employees with yearly pay increases 
even on jobs that have not been directly affected by technological change. The 
tising proportion of jobs in the skilled trades has enabled more people to improve 
their economic status. 

Recognizing that factors beyond the control of either General Motors or the 
tion will, from time to time, result in temporary unemployment, GM and the 
lajor unions representing our employees have worked out several measures 
designed to cushion the effect upon the employee. 


FLEXIBLE RETIREMENT AGE UNDER HOURLY-RATE PENSION PLAN 


One means of cushioning the effect of reduced employment is available under 
“ ee retirement age provision of the General Motors hourly-rate employees 

sion plan. 

Under this plan, normal retirement age is 65 and retirement is automatic at 
ige 68. Employees may elect to retire, however, anytime after age 60. There 
tre also provisions in the plan for early retirement after age 60 by mutual agree- 
nent or at the option of the corporation. In the latter two circumstances, the 
mount of the GM pension is doubled until the employee reaches the age when 
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social security becomes payable. Since January 1, 1950, 1,368 ‘hourly rate 
employees have retired early under these provisions. 


AREA HIRING PREFERENCE 


When a General Motors plant is hiring new employees, preference is given 
to seniority employees laid off from other General Motors plants in the com- 
munity area. This arrangement is set forth as appendix “A” of our agreement 
with the UAW. It has been the means of providing jobs to thousands of laid- 
off General Motors employees. For example, more than 2,500 employees laid 
off in one GM division in Flint during the 1958 model run were hired by other 
General Motors plants, primarily in the Flint area. 

In the first 9 months of 1959, more than 6,500 hourly rate employees laid off 
from General Motors plants were placed in jobs in other General Motors plants 
under this preferential community hiring policy. Employees so placed had their 
pension rights, insurance protection, and supplemental unemployment benefit 
credits preserved. 


PREFERENTIAL EMPLOYMENT IN NEW PLANTS 


When production begins in a new plant, General Motors, by agreement with 
the union, gives preference to its qualified laidoff seniority employees over 
individuals who have not previously worked for the corporation. For example, 
when hew facilities were established for the production of the new Corvair auto- 
mobile at Willow Run, Mich., and Massena, N.Y., employees on layoff from other 
General Motors plants were given hiring preference. 

This method of minimizing unemployment in General Motors has been a part 
of our agreement with the UAW since 1940. Similar provision is made in our 
agreement with the IUE. 

TRANSFER OF OPERATIONS 


Provision is also made in our agreements with the UAW and the IUE to 
handle situations where major operations are transferred between plants result- 
ing in the permanent layoff of seniority employees. 

More than 50 supplemental agreements have been worked out with unions 
to give employees the opportunity to transfer with the job with seniority protec- 
tion and other benefits intact. 


UNEMPLOYMENT COMPENSATION 


General Motors pays the entire cost of State unemployment compensation 
payments made to GM employees, except in two States where employees pay a 
minor share of the cost. Since the inception of State unemployment compen- 
sation in 1934, General Motors payments to State unemployment compensation 
funds have totaled $382 million. 

In 1955, two plans to supplement unemployment compensation were put into 
effect in General Motors—the supplemental unemployment benefit plan and the 
income security plan. Since 1958 the supplemental unemployment benefit plan 
has also provided for separation payments for employees laid off longer than 
12 months. Separation payments are also provided for under the income 
security plan. These plans are incorporated in agreements with unions repre 
senting our employees. The majority of hourly rate employees are covered by 
the supplemental unemployment benefit plan while a relatively small number is 
covered by the income security plan. The cost to General Motors of these two 
company supplemental unemployment benefit plans since 1955 and through 
the first 9 months of 1959 totaled $116 million. p 

Total General Motors expenditures to provide unemployment pay for its 
employees, therefore, have totaled $498 million since 1934. ; 

At the present time, General Motors employees who are laid off receive al 
average of about $60 per week in unemployment compensation and private 
supplemental unemployment benefits combined. The maximum duration of such 
payments depends upon the provisions of the State unemployment compensation 
laws and the provisions of the company supplemental unemployment benefit 

lans. . 
- Your committee has indicated an interest in what is being done to trail 
employees. 
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The manufacture of automobiles, trucks, and their related parts and acces- 
sories is a dynamic process. Changes in tools, equipment, and methods are 
constant, daily occurrences in General Motors plants. In this way quality and 
efficiency are constantly being improved. Because of these changes, training 
employees is likewise a constant, daily occurrence in our plants. 

This type of training is not limited to the higher skilled employees. It is not 
confined to any class or group of employees. It is being carried on throughout 
the shops;. for example, on welding jobs, on machine operations, in assembly 
operations, and on nonproductive jobs. Such training is given to all employees 
on the jobs affected without difference or distinction. 

This day-to-day training is primarily the responsibility of supervision, usually 
the foreman, and it is carried on in the plant and generally on the job. How- 
ever, some of this type of training is more formal and is conducted in “schools” 
within the plant with technicians and engineers providing the instruction. 

A training facility unique in industry is the General Motors Institute at Flint, 
Mich. The institute is GM’s central educational and training agency. It offers 
a 4-year cooperative engineering program at the college level which provides 
for alternate periods of classroom and work experience. A fifth year program 
of research and study leading to a degree in engineering is also available. 

Current enrollment in the institute’s full-time cooperative programs is over 
2,000. In addition, General Motors Institute personnel conduct inplant training 
throughout General Motors. Last year enrollment in all GMI programs, includ- 
ing inplant training, totaled nearly 24,000 GM personnel. 

Substantial training effort has been directed to the area of skilled trades 
where the shortage of qualified personnel has been critical. Beginning with the 
defense effort preceding World War II, and particularly in the war and post- 
war years, there has been a pressing demand for more and more skilled trades 
employees. General Motors has met the expanding needs for skilled tradesmen 
by two basic training programs—apprentice training and on-the-job training. 

In the first place, General Motors has long adhered to the policy that from the 
long-range standpoint it is desirable to train all-around mechanics in the tooi, 
die, wood and metal pattern and maintenance skilled classifications through 
apprentice training. A continuing program is carried on directed toward ex- 
panding and instituting apprentice training where needed and practical. This 
effort has met with marked success. 

In 1941 there were 1,221 apprentices enrolled in apprentice training programs 
in General Motors plants. Their number was depleted substantially by the 
demands of the Armed Forces for young men during World War II. However, 
following the war, General Motors intensified its apprentice programs, steadily 
increasing the number of apprentices. By 1958 the number of apprentices en- 
rolled in General Motors’ apprentice training programs has increased to more 
than 3,300. 

The second method employed in General Motors for filling the need for man- 
power in skilled trades is the “on-the-job” training programs. This is the method 
used to obtain needed manpower when journeymen are not available. 

Since 1941, General Motors and the UAW have worked out “on-the-job” skilled 
trades training programs which provide for transfer of employees between pro- 
duction and skilled trades classifications with equitable rules for all concerned 
regarding seniority and wages. 

At the time the first agreement covering “on-the-job” skilled trades was con- 
cluded with the UAW, General Motors employed slightly more than 23,000 
journeymen and 975 apprentices in the plants in which the UAW represented 
employees. 

By 1944 more than 32,000 journeymen were employed in bargaining units 
covered by the UAW agreement in General Motors plants. As a result of the 
demands of the Armed Forces the number of apprentices had dropped to around 
300 but the number of employees receiving on-the-job training had increased to 
about 6,500 in these plants. 

By 1958 General Motors’ requirements for skilled trades manpower had more 
than doubled over those of 1941. To meet these requirements more than 42,000 
jourheymen and 3,000 apprentices were employed in plants covered by the 
GM-UAW agreement. In addition, because journeymen continued to be unavail- 
able in some areas of the country, more than 7,000 employees were then receiving 
on-the-job training in skilled trades in these plants. 

Besides all the other training being carried on in the plants, there is always 
the continuing training of new employees. 
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CONCLUSION 


In this statement we have presented facts regarding various areas of interest 
to your committee out of our own experience. In concluding I should like re 
spectfully to suggest that the present period is abnormal insofar as the employ- 
ment picture is concerned. The reason of course is the effect of the steel strike 
which will continue to be felt for several weeks. 

As I have pointed out, thousands of our employees are out of work because of 
this strike—and many thousands more in our supplier plants. If it were not for 
the lack of steel our business would now be operating at a high rate with high 
employment. 

Finally, I should like to emphasize again that the soundest solution to un- 
employment is employment—more job opportunities through economic growth 
and technological progress. 

Insofar as our business is concerned this means providing attractive, high- 
quality products that people want and will buy. The only way we know to 
accomplish this is through skill, imagination, and vigorous effort in research, 
engineering, production, and marketing—in all the functions of management. 
In addition, we must have an efficient, well-trained cooperative work force; and 
our people are provided with the best, the most modern and most efficient tools 
and facilities that can be obtained. 

This is what is needed if we are to bring to market a competitive product, 
competitively priced. The success of General Motors and the growth of job 
opportunities in our buiness have been built upon such a foundation. We con- 
sider that future growth and future job opportunities in General Motors will 
result from the same combination of talent, effort, cooperation, and efficient 
facilities. 


Mr. Sxaton. In your letter of invitation, Senator McCarthy, you 
said that the committee would prefer a summary presentation of our 
statement, and we are prepared today to do that. 

We have noted that U.S. Senate Resolution 196 states that the 
purpose of the committee’s inquiry is “to make a full and complete 
Investigation and study of unemployment conditions in the United 
States, giving particular consideration to areas of critical unemploy- 
ment for the purpose of determining what can be done to alleviate 
such conditions.” 

We believe that we can most helpfully contribute to your inquiry 
by dealing in our statement with facts and developments that relate 
to our own business, matters with which we have had forehand ex- 
perience over a period of many years. Our presentation is based on 
such facts and experience; in general, it covers four major areas. _ 

First, providing job opportunity. Second, effort made to maintain 
employment stability. Third, cushioning the effects of unemploy- 
ment. And fourth, training employees to meet the changing needs of 
technology. 

To briefly summarize, first as to providing job opportunity, clearly 
the only sound and permanent answer to unemployment is expanding 
employment. General Motors’ total employment in the United States 
has risen from 340,000 jobs in 1948 to 440,000 jobs in the first 9 
months of 1959. This is an addition of 100,000 good jobs in our 
organization in 11 years, or an increase of 29 percent. By way of 
comparison, the country’s total labor force has expanded from 63 
million jobs in 1948 to about 72 million currently, an increase of about 
14 percent. In other words, jobs in General Motors have grown at 4 
rate twice that of the growth in the country’s total labor force. 

Currently, 213,000 new General Motors employees across the coun- 
try, including 110,000 employees in Michigan and 35,000 employees 
in the Detroit area, are out of work due to the effect of the steel strike. 
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I would like to say a word about automation. Contrary to popular 
impression, mechanization or automation has not reduced the amount 
of man-hours that go into building a General Motors automobile or 
truck. The reason is that greatly improved cars and trucks of today 
are mechanically more complex and hence more complicated to pro- 
duce therein than counterparts of even a few years ago. And I would 
like to illustrate that. 

And if you will look at the diagram that follows page 6, it shows 
on the left-hand side of the page a wiring diagram of a 1935 auto- 
mobile. And if you look at the right-hand side of the page, that is 
the wiring diagram of a 1959 car, which I think illustrates the point. 

Thus, while mechanization and improved processes have reduced 
man-hours for some operations, improvements resulting in increased 
complexity of the vehicle also have been an offsetting factor. Ac- 
cordingly, the number of cars produced per employee per year has 
remained substantially constant over the years, 10.9 cars in 1959 and 
the same number in 1958. And if you will look at the chart following 
page 7 in our statement, it shows the number of U.S. cars and trucks 
sold per automotive production worker based on a 48-hour workweek 
for the years 1948 through 1958. 

You might look at the next chart, which shows the percentage of the 
sales dollars that went to employees, taking this same period of years, 
which illustrates that the employees’ shares of the sales dollars has 
remained constant down through the years at around 28 or 29 percent. 

Then there is another chart which follows page 8 that has to do 
with the percentage of the sales dollars that went to our suppliers. 
And the reason we put that in there, people might think that we 
maintained the number of hours by bringing in work from our sup- 
plying firms. But as you will notice there, about 50 cents out of every 
sales dollar has gone to suppliers down through the period of years. 

Since 1948, General Motors and the UAW have agreed upon a wage 
formula based upon the principle that— 


to produce more with the same amount of human effort is a sound, economic, 
and social objective. 


Our mutual agreement also states: 


A continuing improvement in the standard of living of employees depends 
upon technological progress, better tools, methods, processes, and equipment, and 
a cooperative attitude on the part of all parties in such progress. 

In keeping with this principle and objective, General Motors has 
made substantial investments in better facilities. ‘Those investments, 
since World War II have amounted to $4,600 million in the United 
States alone. 

They were necessary both to keep General Motors’ facilities abreast 
of a growing market and to advance products and production 
technology. In other words, to stay competitive. And in this busi- 
hess you stay competitive or you don’t stay. 

Those investments in more efficient production facilities were a 
decided factor in the improvement of our employees’ living standards. 
A measure of this improvement is an increase in the average weekly 
earnings of General icine hourly rated employees in the United 
States from $64.10 in 1948 to $116.59 for the first 9 months of 1959. 
Even considering the reduced buying power of the dollar, the buying 
power of these earnings has increased 50 percent, our employees now 
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enjoy various benefits such as hospital, medical and surgical coverages, 
pensions, and so forth, which are of substantial value to them. 

The cost of providing the tools and facilities for one U.S. hourly 
employee has risen from $5,822 at the end of 1848 to $16,047 as of 
September 30 of this year. Part of this raise has been due to inflation, 
but more of it had been due to the fact that modern complex produc- 
tion equipment is very costly. 

I would now like to touch on the question of employment stability. 

Employment stability involves a number of factors including fluc- 
tuations due to model changeover, material shortages, strikes in our 
supplier ee employee turnover, as well as changes in the business 
cycle and variations in the customer acceptance of an individual 

roduct. 
. As pointed out, there had been a rising trend in General Motors 
U.S. employment for the period 1948 to 1959. Fluctuations from 
Hed to year were minor except in three instances. First, a substantial 

uildup between 1942 and 1943, due in part to expanded defense pro- 
duction. Second, a decrease of about 6 percent following the peak 
sales year of 1955. And, third, a drop from 471,000 employees in 
1957 to 395,000 in the recession year of 1958. 

Average employment for the first 9 months of 1959 was up to 448,- 
000 jobs. Current employment would be still higher except for the 
effect of the steel strike because the automobile is a desirable product 
whose purchase can be postponed without inconvenience, the auto- 
mobile business is affected more drastically by recessions than most 
other businesses. The reason is that when the economic outlook is 
uncertain, or people lose confidence, many people become cautious in 
making major purchase decisions, even if personal income has not 
dropped sharply. For example, in the 1957-58 recession, personal 
income in the United States dropped only 1 percent. Automobile 
sales, however, decreased by 26 percent. 

General Motors’ efforts to stabilize employment in its plants go back 
many years. A provision in our agreements with UAW, as recog- 
nized since 1941—and I might say, that was about the time that 
we had the first national agreement with UAW —recognizes the need 
for working more than 40 hours in some weeks and 40 hours in others 
as a means to stabilize the work force. This provision sets forth pro- 
cedures for an orderly and equitable sharing of the work in times of 
temporary reduced production. In periods of peak customer demand, 
General Motors’ plants operate on an overtime basis rather than tem- 
porarily increasing the work force. 

Another provision in the agreement provides for the job placement 
of those affected by technological change. And you will find the 
language of that on the top of page 17. And I might say there paren- 
thetically that norma] turnover in our plants far exceeds the ultimate 
junior employees that might be affected by automation. 

I would like to say a word about defense production. <A rapidly 
declining volume of defense production has worked against stability 
of employment in General Motors. General Motors defense produc- 
tion has decreased from a peace world war to peak of 90,200 em- 
ployees in 1953—that was during the Korean emergency—to 22,388 
as an average during the first 9 months of 1959. 


m—_ ~ CT of RD DW Des 


— a oe 


—— 





UNEMPLOYMENT PROBLEMS 1107 


Now, following page 15 there is a chart which graphically shows 
the number of employees who were engaged in defense work from 
the year 1951 through the first 9 months of 1959. 

Major progress toward stabilizing employment on commercial pro- 
duction had been made by moving ahead the date of the model 
changeover from January to the fall of the year, which gave us two 
seasonal peaks in the buying habits of customers rather than the one 
which we had when January was the date of the model changeover. 
We have also stabilized employment by substantially shortening the 
annual model changeover period. And third, we have done it by work- 
ing overtime in periods of high production, as I mentioned earlier. 

Recognizing that there are situations which will arise that cause 
unemployment, emphasis had been placed on measures to cushion the 
impact of such unemployment. And these include provisions for 
early retirement in various employment preferences either in depart- 
ments in the same plant or in General Motors’ plants in the com- 
munity wherefore employees displaced from their jobs or laid off. In 
the first 9 months of 1959, more than 6,500 hourly rated employees 
were laid off from one General Motors’ plant and were placed in 
another General Motors’ plant under these preferential community 
hiring policies, which are a part of our union agreement and can be 
found in the UAW agreement as appendix A. In the transfer of 
operations between plants, we have been able to work out more than 
50 supplemental agreements with the union which give employees an 
opportunity to transfer with their jobs, with seniority protection and 
other benefits intact. 

A major cushion that we have has to do with unemployment com- 


pensation and payments. Currently employees laid off receive an 
average of about $60 per week in State unemployment compensation 
and company supplemental unemployment benefits combined. The 
cost of these benefits, $498 million since their inception, is borne by 
General Motors. And I have to put an exception there. I believe 
there are three States, including Alaska, in which employees make 
some small contribution to State unemployment taxes on - of that 
t 


made by the corporation. I think our estimate says two 
forgot about Alaska, and we would like to put that in. 

he maximum duration of such payments is governed by the pro- 
visions of the State unemployment compensation law, and the pro- 
visions of the company’s supplemental unemployment benefit plans. 
I think that the average, as everyone knows, is about 26 weeks, it varies 
between States, some are less, and some are more. 

We also have a separation pay plan for employees who are perma- 
nently laid off more than 12 months, due to plant closing or the shut- 
ting down of departments. 

Your committee has expressed an interest in training activities. 
Our estimate points out that training is a constant, daily occurrence in 
General Motors plants, and that it is not confined to any class or 
group of employees. Day to day training is primarily the respon- 
sibility of supervision, but more formal training is ies conducted 
in plant schools, with technicians providing the instructions. The 
General Motors Institute at Flint, Mich., a college level engineering 
school, has an enrollment of more than 2,000 students in its full-time 
cooperative program. Our boys up there work for a month and go to 


ates, we 
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school for a month for 4 years, and during the fifth year, they write a 
paper which results in an engineering degree for those who complete 
the course. 

Last year an additional 22,000 General Motors’ employees were en- 
rolled in part-time schools or courses conducted by the General Motors 
Institute personnel in the —. 

In another important phase of training, major emphasis is placed on 
the skilled trades by means of two programs, apprenticeship train- 
ing and on-the-job training. In 1958, more than 42,000 journeymen 
and 3,300 indentured apprentices were employed. In addition, because 
not enough journeymen were available in some areas, more than 7,000 
ar a were receiving on-the-job training in skilled trades in our 

ants. 

. And I might say there that ratio of journeymen to the total hourly 
rate force has gone from about 1 to 10 to about a little less than 1 to 5, 
that there had been an emphasis on the higher skilled people. 

And in conclusion, our statement concludes with the following. 
In this statement we have presented facts regarding various areas of 
interest to your committee out of our own experience. I should like re- 
spectfully to suggest that the present period is abnormal insofar as 
our employment picture is concerned. And the reason of course is the 
— of the steel strike which will continue to be felt for several 
weeks. 

As I have pointed out, thus far our employees are out of work be- 
cause of this strike, and many thousands more in our supplier plants. 
If it were not for the lack of steel, our business would now become 
operating at a very high rate with high employment. And I might 


say that our most pressing problem today to get our people back to 
work just as soon as we possibly can. 
es I should like to emphasize again that the soundest solution 


to unemployment—more job opportunity through economic growth 
and technological progress. Insofar as our business is concerned, this 
means providing an attractive, high quality production that people 
want and will buy. The only way we know to accomplish this is 
through skill and imagination and vigorous efforts and research engi- 
neering, production and maketing—all the functions of management. 
In addition, we must have an efficient, well trained cooperative work 
force. And our people must be provided with the best, the most mod- 
ern, and the most efficient tools and facilities that can be obtained. 

This is what is needed if we are going to bring to the marketplace a 
competitive product competitively priced. The success of General 
Motors and the growth of job opportunities in our business have been 
built upon such a foundation. We consider that future growth and 
future job opportunities in General Motors will result from the same 
combination of talent, effort, cooperation, and efficient facilities. 

Chairman McCartuy. Thank you very much, Mr. Seaton. 

Senator McNamara, question ? 

Senator McNamara. I have just a couple of questions. 

You indicate in your statement a surprising figure as far as I am 
concerned—and I think it is completely in conflict with the previous 
testimony we have heard today—that output per employee—10.9 1s 
the figure you used, I believe—is the same in 1958 as it was in 1959. 
This is surprising to me. 

Mr. Szaton. 1949. 
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Senator McNamara, 1948 and 1958 are the years you mentioned. 
There seems to be considerable variance from the previous testimony 
we had. And this is one of the things that we are going to have to 
resolve. Would it be possible for you to give us some additional figure 
that will be helpful in resolving that apparent difference in the state- 
ments ¢ 

Mr. Seaton. Senator McNamara, unfortunately I didn’t hear the: 
other testimony. I think one of the problems involved here is when: 
you take an individual who might have been displaced by a given piece: 
of equipment—let’s take, for example, a housewife, when we used 
to have the iceman come and put ice in the icebox and the refrigerator, 
but the iceman went out of business—that is against the total picture. 
The thing that is lost sight of in this article, and it used to be—it has 
gotten to be a sort of nasty word in technology—is that cars have im- 
proved; we have automatic transmission, we have power brakes, we 
have radios in the cars, we have automatic window lifters, automatic 
seat adjusters, all of those things—not all of them, but most of them-— 
and in this picture or particular survey we are only talking about the 
standard car, not the accessories and all of these things that have 
added enough man-hours to the automobile to make up the loss of 
hours, not employees, as a result of improved efficiency in the plant due 
to the automation. I think that is the major difference. 

Senator McNamara. I notice the chart that you furnish to support 
this statement goes to the number of units sold. Would that make 
any difference as applied to the number of units built? 

Mr. Sraton. I will have to say this to you. If we build them we 
sell them. 

Senator McNamara. On the basis of that, I thought it was sur- 
prising that you used the term “sold” in your chart rather than 
“built.” 

Mr. Seaton. I think they come out to the same number, there may 
be a little difference in timing, but it wouldn’t make any difference 
for the purpose of this comparison. 

Senator McNamara. But it seems odd under the circumstances that 
you use that. 

Mr. Seaton. I believe the reason is that that number is reported in 
our annual statement. It is a public figure. And certainly you have 
got to build them to sell it, and we don’t keep them. 

Senator McNamara. I am much impressed by your statement of 
wcomplishments of your institute, the General Motors Institute in 
Flint, Mich. Is that the correct name for it ? 

Mr. Seaton. That isthe correct name for it. 

Senator McNamara. Is this totally company supported, or do you 
get some Federal funds under the Smith-Hughes Act or some other 
act to help train those young men ? 

Mr. Seaton. In this particular case, Senator McNamara, it is com- 
pany supported, with the exception that we do charge the boy tuition. 

Senator McNamara. You get. no Federal funds under the Smith- 
Hughes Act or other things that generally apprentice training pro- 
grams do share in ? 

Mr. Seaton. No, sir, we do not. This is different from apprentice 
‘taining, this is college level training. 

Senator McNamara. I recognize that. 
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Mr. Seaton. It is a little different type of thing, although the ap- 
prentice boys are all high school graduates, as you know. 

Senator McNamara. I am just wondering if you think the Federal 
Government should play a role in what you do so well without any 
Federal support. Is the Federal Government doing this in the case 
of other industries, and is it something which we should give con- 
sideration ? 

Mr. Seaton. Well, there are several cooperative colleges in the 
United States, as you know. There is one in Cincinnati, and there is 
one in Dayton, and I think the University of Michigan has in part a 
cooperative school at Dearborn, and Purdue University has one. And 
so there are facilities of this type available to any young boy who 
wants to get that type of education. 

Now, as to the type of support, that gets into the broad question 
of Federal support to education, higher education. There is a need 
in this country that both you and I worry about as citizens, as to the 
Russians outstripping us. So that anything that might be done in 
the broad sense to provide the opportunity for boys to go to college 
is a good thing. 

Senator McNamara. Your testimony today raises a question in my 
mind about whether or not you would approve uniform unemploy- 
ment compensation throughout the States, that is, minimum stand- 
ards through the country, so we won’t have this disparity that you 
made reference to between States. What is your reaction ? 

g Mr. Seaton. I don’t believe I made reference to disparity between 
tates. 

Senator McNamara. You did say that some States pay for 26 
weeks, and some pay for more, and some pay for less. 

Mr. Szaton. I did say that, Senator. I see what you mean. 

On the question of Federal standards for unemployment compen- 
sation, we believe that that subject is one that would be best left to 
the State determination. And there are many reasons for it. 

There are three fundamentals involved. One is the level of bene- 

fits. 'The second is the duration of benefits, and the third is the rules 
that might disqualify people. And there are, as you know, different 
average earnings in the various States. And in our judgment it is 
a problem so complicated that it can best be left to determination by 
the States. Now, it is a complicated problem and Mr. Hibbard is 
here if you would like to go into a further discussion on that sub- 
ject. 
Senator McNamara. Let’s eliminate part of it by asking you this. 
Since you made reference to the duration of payments, do you think 
that it would be helpful to industry generally if that were stabilized 
in a standard manner to affect all States the same ? 

Mr. Szaton. Helpful to industry ? 

Senator McNamara. Yes—help to the economy of the country is 
really what we are more concerned with. 

Mr. Seaton. That is a broader question. 

Senator McNamara. Yes. 

Mr. Seaton. That is a hard one to answer, and I say it for this 
reason. I think there is some point in unemployment compensation 
where the risk moves from the risk of an employer or the customer 
of that employer to abuser base. Now, you can argue whether that 
is 20 weeks, 26 weeks, or 39 weeks on the thing. In our subplan we 
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will supplement benefits—State benefits—up to a maximum of 39 
weeks, if it is written into the plan. Now, there are variations between 
States, in the wisdom of the State legislatures, and I assume they 
reflect the will of the people in those States, that is their best judg- 
ment. 

Senator McNamara. You think, then, that it should be left to the 
various States rather than try to establish Federal standards? 

Mr. Seaton. I think it should be left up to the people in the States, 
yes, Sir. 

"Senator McNamara. Thank you, that is all. 

Chairman McCartuy. In the hearings that we had on the emer- 
gency unemployment compensation bill in the last Congress, the 
question was raised which was similar, I think, to the point you were 
making; that is, there comes a point when the industry itself shouldn’t 
be held responsible to continue to pay unemployment compensation 
to an employee beyond 36 weeks or 6 months, wherever you want to 
set it. It was indicated also in your testimony that some of the un- 
employment arises from the fluctuation in the automotive industry 
and is the result of forces which are really outside of the industry 
itself and for which you shouldn’t be held responsible. We have 
developed a new term in the course of the last 2 years, the term 
“recession.” Suppose we could determine the point where the un- 
employment is a result of recession rather than a seasonal force 
operating in the industry itself or the result of forces which are in 
the industry as a result of its normal operations; at that point when 
the outside forces become more significant than the internal ones 
within the industry, would you accept that program of either the 
State government or the Federal Government, depending on where 
we want to fix the responsibility, should move into the field and 
possible provide for supplemental employment benefits ? 
= Seaton. They do now. I think that is what we were talking 
about 

Chairman McCarruy. They do on emergency basis 

Mr. Seaton. That is what we are talking about. When you move 
off on unemployment compensation into the word “relief”—and I 
don’t like the word “relief”—I don’t think any of us do—but you move 
from an area of a matter of right to a matter of need on the thing, 
and this is inescapable. I am just stating it as a fact that it is far 
more economical from the standpoint of economy of the country to 
handle it on a need basis than on a right basis. Again you get into 
am argument, I think, or a philosophical discussion of where that 
point is. 

Chairman McCarruy. I don’t know whether I could accept the 
distinction between “right” and “need” as applying to the distinction 
lam trying to make. You would say that the man has a right to 
tnemployment compensation so long as he is unemployed because of 
forces operating within the industry itself ? 

Mr. Szaton. So long as the law provides the condition. 

Chairman McCarruy. The law provides it. But he might very well 

come unemployed because of other general considerations or social 
consideration. For example, he might have been moved into an area 

ause of defense needs. He was employed in the area and worked in 
a defense factory, and moved his family. Then the defense need 
lsappears ; in a sense he would continue to have rights because of the 
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sacrifice, which he made, because of the decision he made which was 
motivated by a desire to meet defense needs. Beyond a certain point 
the responsibility would not rest upon the industry which employed 
him, but there would be a social responsibility in terms of a right 
which he had established by virtue of his having served and worked in 
a defense plant. 

Mr. Seaton. Are we talking about how long—— 

Chairman McCarrny. It is just a question of where the relief starts. 
I would like to push it back a little. 

Mr. Seaton. You say 26 weeks, or a half a year, is that long enough 
for them to readjust ? 

Chairman McCarrtuy. I don’t know. 

Mr. Seaton. I don’t either. 

Senator McNamara. It depends on whatever efforts are made. 

Mr. Szaton. But I do think that there is some point at which you 
have to say it changes from one to the other, in the interest of the 
overall good of the country. 

Chairman McCarry. Part of your statement referred to the 
policy of transferring workers among various General Motors opera- 
tions in case one plant is shut down or reduced in operations. Have 
you explored the possibility of transfers to other companies in the 
automobile business ? 

Mr. Seaton. No, sir. 

Senator McNamara. You have tried to work it out on an industry- 
wide basis? 

Mr. Szaton. No, sir. And may I say that we haven’t had a request 
on the part of the union to do that, and I am not encouraging new 
demands, they are quite capable of figuring out demands for them- 
selves. There has been dynamic quality on the part of the forces who 
work in the automobile industry, there had been a movement, as all 
of us know, toward many things, but there may be no request from 
the union for that type of transfer. 

Chairman McCarruy. Now, accepting that General Motors is 
unique and that you are big enough and diversified enough so that 
you can make many adjustments within General Motors itself, do you 
see any possibility of other industries which may operate in smaller 
units working out this kind of exchange? 

Mr. Seaton. I have heard of pension arrangements that would 
cover a group of plants. But I believe that if we have a free labor 
market—and I hope that we always do—where a man has the right 
to quit his job, that we can maintain that system, or if he wants to 
leave one company, all he has to do is to go to the employment office 
of the other company and make application for work, and if he is a 
trade employee in the automobile business. I am sure that after that 
company has taken care of their own employees, that he is going to 
get top preference and consideration for the job. So that I am not 
sure that there is a need for it under our type of system. 

Chairman McCarruy. There may not be in the automobile indus- 
try, but in many cases in which a worker wants to make that kind of 
move, it involves his giving up rights he has accumulated. 

Mr. Szaton. I would kind of have to stick with the automobile 
business rather than other businesses. We try to take care of our 
employees. Now, if an employee is laid off by us, for example, he 
doesn’t break his seniority until he is laid off for a period of time and 
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he is qualified for his seniority. His pension rights after 5 years rest, 
so that he doesn’t lose his pension rights. His insurance carries 6 
months after he is laid off. So he has got a cushion of protection in this 
transition stage that you are talking about. 

Chairman McCarruy. The point I want to make is that in the 
general economy, we might really establish greater freedom of move- 
ment and freedom of choice among the employees if we had na- 
tional standards or if industry itself tended to implement movement 
and open up new fields. 

Mr. Seaton. Senator McCarthy, maybe this is not right on the 
point, but in the automobile industry, employee turnover in good times 
will run as high as 3.3 percent per month. In a recess year like 1958, 
I think our figure was three-tenths of 1 percent. The point I am 
making is, there is flexibility in movement that takes care of it in just 
the normal course of the business. 

Chairman McCarruy. As I said, I think that because of the size of 
General Motors you have established general conditions which do not 
apply to the overall economy. 

Mr. Seaton. I have heard it said—you can get the turnover figures 
from BLS in industry—I think that you will find that there is quite 
a movement that goes on in the American working forces. 

Chairman McCarrny. In your testimony you point out that under 
certain conditions you permit early retirement, for which you pay 
double the ordinary retirement payment until the man becomes eligible 
for social security. 

Mr. Seaton. That is correct. 

Chairman McCartuy. Do you think that this would be an area in 
which, by accommodation within social security, we might encourage 
and facilitate industry to make this kind of adjustment for the unem- 
ployed or for the people who are displaced ? 

Mr. Seaton. In our own situation, I think that we have anticipated 
your question, because in order to cushion the effect between age 60 and 
age 65, when the man becomes eligible for social security on a mu- 
tually satisfactory retirement, the man gets double the pension bene- 
fits. If that answers your question. 

Chairman McCarruy. That does as far as your industry is con- 
cerned, but I am concerned about general policy under the social 
security laws and about whether we could adopt a national policy 
to provide earlier payment of social security. 

Mr. Seaton. You have done it in the case of women; you have 
lowered it to 62 on an actuarial basis. 

Senator McCartuy. But that does not apply to unemployment. 

Mr.Seaton. No. But it gets there to the picture, I think; it is inter- 
woven in the fabric of the problem. 

_ Mr. McCarruy. You see, the industry has a lot of those socialistic 
ideas that we can adopt on a national scale. 

Mr. Seaton. Well, Senator, touché. But I think that that trend 
started many years ago. 

Chairman McCarruy. I think that we have learned much about 
social security from industries and from insurance companies. They 
were in the field long ahead of the Government. 

Mr. Seaton. Yes, they were. 

Chairman McCartuy. Very well. Thank you very much, Mr. Sea- 
ton, for your testimony. 

Mr. Denise, vice president of the Ford Motor Co. 

47557—60—pt. 322 
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STATEMENT OF MALCOLM L. DENISE, VICE PRESIDENT, LABOR 
RELATIONS, FORD MOTOR CO. 


Chairman McCarruy. Mr. Denise. 

Mr. Denise. My name is Malcolm L. Denise; I am vice president of 
labor relations, Ford Motor Co. 

I appear in response to the committee’s request to the company to 
assist in the investigation’s approach to the problem of unemploy- 
ment conditions in the United States by detailing our own experience 
and knowledge in this field. 

At the request of the committee, I will now briefly summarize my 
complete statement, which I have filed. 

Senator McNamara. The complete statement will be printed in the 
record at this point. 

(The prepared statement of Mr. Denise follows :) 


PREPARED STATEMENT OF MALCOLM L. DENISE 


My name is Malcolm L. Denise. I am vice president—labor relations, Ford 
Motor Co. I am here in response to the committee’s request to the company for 
assistance in the investigation of unemployment conditions in the United States, 
by detailing our own experience and knowledge in the field. 

We at Ford Motor Co. are very much interested in the subject of unemploy- 
ment. It is a matter of deep concern to us. As I shall explain in more detail 
later in this statement, our company has adopted many specific programs and 
policies to minimize unemployment among Ford employees and to alleviate 
the effects of unemployment on them. 

But the principal contribution that we, or any business organization, can make 
to the solution of unemployment problems is to provide employment opportuni- 
ties. In the long run, an employer can do this only by providing better and more 
attractive products for consumers, at the lowest possible cost. 

In a free enterprise, free market economy, the consumer is the final authority. 
By his dollar vote in the marketplace he determines whether any business will 
expand or contract ; and whether and how it will change its products. Indirectly, 
the consumer thus determines where labor will go and how much labor will be 
employed. Needless to say, he is far from being completely predictable, and 
thereby he imposes risk as a condition of doing business. 

To the extent that a company satisfies the desires of the consumer at a price he 
is willing to pay, it can grow and create employment. To the extent that a 
company does not meet consumer demands at a price he is willing to pay, it 
will wither and create unemployment. 

At Ford Motor Co., our maximum effort is dedicated to designing and manu- 
facturing, at the lowest possible cost, products that customers will find 
attractive. 

Our 1960 lines of motor vehicles represent, in our belief, the best values in 
Ford’s history. We are particularly hopeful that our new economy car lines— 
the Falcon, already introduced, and the Comet, to be introduced early next year— 
will help to stimulate a substantial increase in the car market, and in Ford’s 
share of that market. 

The company would be unable to offer the values and the increased employment 
opportunities that it expects them to provide were it not for the measures that 
it has taken during the postwar period to improve and expand its methods and 
facilities. 

As Ford Motor Co. entered the post-World War II period, an assessment of its 
ability to survive revealed serious defects in its management structure, its 
efficiency, its plant and equipment and its capacity to participate fully in the 
anticipated growing markets for automotive products. In a highly competitive 
industry, it appeared that the company was not equipped to compete effectively, 
in terms of costs or products, when the seller’s market created by pent-up war- 
time demand should change to a buyer’s market. 

As one of several actions to remedy the situation, Ford undertook an expan- 
sion and modernization program which involved the expenditure of over $2% 
billion on plants and facilities through 1957. 
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During this period, the company acquired 58 new plants and parts depots. 
Most of these plants represented new facilities aimed at expanding the com- 
pany’s capacity. In some instances, however, the new facilities were designed to 
replace existing facilities, and operations were transferred in whole or in part 
from the old to the new. 

At the same time, hundreds of millions of these dollars were expanded in 
modernizing and, in some cases, expanding existing facilities. 

The company sought to equip these plants, both old and new, with the most 
modern and efficient equipment and processes for performing its various opera- 
tions. Virtually all of what is commonly referred to as “automation equipment” 
was installed during the period 1951-57, with the bulk of it in operation by the 
end of 1954. 

In the course of this experience, Ford Motor Co. developed and pursued policies 
designed to minimize layoffs in connection with the movement of operations, and 
particularly the difficulties that might confront older workers seeking jobs else- 
where. These policies had to be developed and carried out, of course, within 
limitations dictated by the company’s need to achieve and maintain competitive 
costs. We will detail later in this statement what some of these policies were 
and how they worked. 

During this same period, the company’s production was in a generally and 
markedly upward trend. Where it had been able to produce and seli only 
slightly more than 1 million vehicles per year in 1947 and 1948, by 1953 it pro- 
duced almost 2 million units. Each year thereafter it exceeds that figure by 
varying amounts until the recession year of 1958. Ford employment also was 
in a generally upward trend during these years. The company was able to 
absorb seniority employees whose jobs had been affected by the plant move- 
ments and new processes, and who had not declined opportunities for other 
company employment, after only relatively brief periods of unemployment, at 
worst. 

The extensive layoffs which commenced in the latter part of 1957 and worsened 
during 1958 were not the result of automation ; they were the result of the sharp 
decline in car and truck sales. 

It seems clear, then, that the net result of the introduction of automation and 
other efficiencies in our productive processes has been to increase, rather than 
decrease, our employment—despite the fact that Ford’s hourly labor rates (in- 
cluding the cost of fringe benefits) for each hour worked have more than doubled 
since 1946.7 We are convinced that had we not made these improvements in 
eficiency, Ford Motor Co. could not have prospered and grown; rather than 
having higher employment, it would have far less, and very possibly none. 

A striking example of how improved technology can generate employment in 
this industry is furnished by Ford’s experience in the manufacture of trans- 
missions. In 1950 nearly all Ford vehicles were equipped with manual trans- 
missions produced by the company. Some 3,100 employees were engaged in their 
manufacture. 

In subsequent years, improvements in design and technology brought automatic 
transmissions—vastly more complicated mechanisms—within the reach of the 
mass market. As a consequence, there are currently some 10,200 Ford em- 
ployees—more than three times the number in 1950—engaged in the manufac- 
ture of transmissions for its products. 

Our experience also has a bearing on the notion apparently prevailing in some 
quarters that people displaced by automation or other technological change con- 
stitute an identifiable group, with respect to whom separate governmental poli- 
cies can be formulated and applied. We have found it impossible to identify any 
group of laid-off Ford employees whose unemployment is attributable to auto- 
mation as such. The fact is that changes in processes and technology occur 
simultaneously with changes in demand, product design, product mix and sourc- 
ing, with normal attrition in our work force, and with other factors. All of 
these, in the aggregate, affect employment levels and placement opportunities, 
both companywide and in particular plants. 

We turn now to a discussion of certain Ford policies and experiences con- 
cerned with the minimizing of layoffs and the amelioration of their effects when 
they do occur. 


1The 1959 rate is about 115 percent higher than the 1946 rate. This represents a com- 
Pound annual rise of over 6 percent. 
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FORD PROGRAMS TO MINIMIZE AND ALLEVIATE UNEMPLOYMENT 


Shortened model-change time 


We have improved our planning for model changeovers to such an extent that, 
of the approximately one-third of our hourly work force who are laid off during 
the changeover, the great majority now are idled for only 2 or 3 weeks. This 
is in marked contrast to our earlier experience when the model change extended 
for a much longer period of time. It might be noted that in many cases em- 
ployees have scheduled their paid vacations during these model change periods, 
thus tending to further minimize the unemployment effect of the model change, 


Supplemental unemployment benefit plan 


In 1955, as you know, Ford pioneered in the area of supplemental unemploy- 
ment benefits. We felt that while State benefits might well be adequate in most 
situations, there was some basis for providing a higher level of benefits for 
the relatively higher paid Ford worker. As a consequence, we established the 
Ford SUB plan, which ties in very closely with State unemployment insurance 
systems. We believe that an individual employer should be permitted to estab- 
lish such a plan for his own employees. And we are gratified that all but 
two States permit the payment of SUB concurrently with State system benefits. 
At the same time, we feel that the State should retain the authority to establish 
general benefit levels in terms of the broad overall needs of the covered workers 
in that State, since it is closest to the problem in its area. 

Supplemental unemployment benefits are available to eligible employees 
during periods of layoff to supplement their State system benefits and/or weekly 
earnings up to 65 percent of their 40-hour straight-time after-tax pay. These 
benefits can be paid for up to 26 weeks, and for longer periods—up to 39 weeks— 
where State benefit duration exceeds 26 weeks. 

It may interest the committee to know that during the period June 1956 (when 
SUB first became payable) through September 1959, the Ford SUB plan has paid 
out over $20 million in benefits. The bulk of these payments were made during 
the 1958 recession and amounted to over $13 million in that year. In addition, 
during the year 1958, Ford employees received more than $45 million in State 
unemployment compensation benefits. Such private transfer payments at Ford 
and elsewhere, together with State system unemployment compensation pay- 
ments financed exclusively through employer taxes, unquestionably helped 
maintain the relatively high level of personal income during the 1958 recession. 


Training programs 


Ford Motor Co. engages extensively in training programs at all levels of its 
activities. We believe, however, that the type of training in which the com- 
mittee will be primarily interested is that involving production and mainte- 
nance employees. 

The most outstanding activity of a continuing nature in this category is the 
Ford apprentice training program. 

This program is not a recent innovation. It was first established in 1915, 
when the company receignized the need for an orderly technique whereby we 
could meet our growing demand for skilled employees. The program has, of 
course, expanded and been refined over the years and today covers 26 trades. 
A joint company-union program was established in 1941 when Ford and the 
UAW first entered into a contractual relationship. Approximately 2,000 em- 
ployees are “on-course” each year. 

One notable development was the elimination in 1957 of the age limit on 
seniority employees desiring to enter the program. Formerly, applicants had 
to be between the ages of 18 and 27. In that year, the age 27 ceiling was elim- 
inated, and the program was opened (subject to a ratio limitation of one 
worker over 27 to two under) to any production worker who could meet the basic 
requirements. This revision served two purposes: first, it provided an expanded 
source of labor to meet company skilled worker requirements, and second, it 
provided training possibilities to otherwise qualified older workers. We feel 
that this could be a significant and meaningful contribution toward making these 
Ford workers more employable. It should be noted that, although some 200 
employees over age 27 have been accepted for apprentice training, relatively few 
employees over age 45 have applied for the program. 

Ford is proud of the fact that the Bureau of Apprenticeship and Training, 
U.S. Department of Labor, has used the Ford apprenticeship standards as & 
model in describing such a training program to other companies and industries. 
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In recent years, Ford training programs have also included the retraining of 
employees to meet the needs for maintaining new equipment. In this respect, 
we have instituted special courses, especially in the areas of hydraulics main- 
tenance, electrical maintenance, electronic maintenance, lubrication, and weld- 
ing. Each individual has received from 5 to 200 hours of company-paid instruc- 
tion. 

Although some formal retraining courses such as the foregoing have been 
necessary, especially in skilled occupations, we have found direct on-the-job 
instruction quite adequate in training production workers in most circumstances. 
It has not been necessary to establish a significant number of formal and de- 
tailed retraining programs as a consequence of the introduction of new equip- 
ment, 

Qur experience in the area of training for industrial employment leads us to 
some general observations on the subject which may be of interest to the 
committee. 

The company believes that formal and continuing training programs for fac- 
tory workers are useful primarily in developing trade skills which require long 
yeriods of training. Its experience suggests, however, that few older workers 
are Willing er able to undertake such training when given the opportunity. 

For the great bulk of production work of the type that exists in the auto 
industry, generalized training programs would not appear to offer a fruitful 
solution to unemployment problems. This is not to say, of course, that in 
particular instances some specific training directed at specific job openings 
could not be of some value. In any consideration of training programs in con- 
nection with unemployment problems, however, we believe two principles should 
be observed. 

The first principle is that such programs should not become a matter of train- 
ing for the sake of training, without reference to known and specific employment 
opportunities, lest the training effort be largely wasted. This suggests that the 
decision to enter into any such program should be a local responsibility, in 
der to maximize assurance that they will be worthwhile and tailored to meet 
the local situation. The second principle is that such programs should not be 
tied in with the unemployment compensation systems, or be financed in whole 
or in part from unemployment compensation funds. Such a tie-in would tend 
to divert these funds from their intended purpose, and to extend by indirection 
the duration of unemployment compensation payments. It would greatly in- 
crease the pressures for the adoption of training programs of no practical value. 


Job preference 


When Ford employees in one of our plants are affected by a reduction in 
foree, they normally have the right to displace lesser seniority employees in 
their own plant only. As a result of these seniority adjustments within a plant, 
normally it is the least seniority employees within the plant affected who find 
themselves unemployed. 

In 1951 we negotiated with the UAW an “Area Availability Agreement.” This 
agreement provides that employees on laid-off status from any of our Detroit 
area activities shall have employment preference at any other Ford Detroit area 
jlant requiring additional personnel, and provides for an interplant referral 
system. Since 1951 this agreement has resulted in over 34,000 job referrals and 
inexcess of 25,000 job placements in the Detroit area. 

Additionally, in other multiplant areas such as Cleveland, Chicago, and Buf- 
falo, employees affected by long-term layoffs at one plant have been given hiring 
preference at other Ford plants in the same labor market area. 


Plant closings and transfers of operations 


In recent years the company, for various reasons, has found it necessary to 
(lose several of its plants and reassign the work to other facilities. 

In every automotive plant closing, we have offered employment at other com- 
pany activities to the affected employees. In all cases the employees who moved 
retained their total company seniority for fringe benefit purposes. In addition, 
in many cases employees were able to transfer their entire company seniority 
for purposes of layoff and recall. Such transfer of seniority increases employee 
nobility since it encourages an employee to move to a new plant. It thereby 
also helps to minimize the impact of the plant closing on a community. (A 
tumber of specific plant closings and transfers of operations are discussed later 
in this statement. ) 
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Retirement plan 

Generally, older workers are not interested in relocating to a new community 
in the event of a plant closing or transfer of an operation. Frequently they 
encounter difficulty in securing employment in their own communities. The Ford 
retirement plan helps to alleviate the problems of these employees. 

Under this plan, established in 1950, normal retirement is available at age 65 
and automatic at age 68. Early retirement benefits are provided at age 60 on 
a reduced basis. The service requirement for this benefit was reduced from 3 
to 10 years in 1955. 

In 1958 a special early retirement benefit feature was added. This applies to 
individuals age 60 with 10 years of service who retire, “* * * at the option of 
the company or under mutually satisfactory conditions * * *.” This special 
benefit is equal to twice the normal retirement benefit, but reverts to the regular 
normal benefit at age 65, or when social security becomes payable, whichever 
occurs first. 

Retirement under this new provision is applied to employees unemployed as 
a result of a plant closing or a transfer of an operation. 

In the absence of this special benefit, these employees might find it necessary 
to remain in the labor force and might well become part of the unemployment 
in their area. (Parenthetically, it may be noted that employees so retired—as 
well as those who receive normal-age retirement benefits—may get into the 
statistical count of the unemployed simply by indicating a desire to find another 
job.) 

Separation payments 

Effective in 1958, the company negotiated with the UAW provisions for a 
lump-sum separation allowance to permanently laid-off individuals under age 60. 
It also applies to those totally and permanently disabled but not eligible for a 
disability benefit under the company’s retirement plan, and to certain other 
terminated employees who do not qualify for retirement benefits. Payments 
are made under a special section of the SUB plan, in progressive amounts 
ranging up to 30 weeks’ pay in accordance with a schedule based on years of 
seniority at the time of separation. 

These payments provide workers with a source of emergency funds to assist 
in tiding them over until they find new employment. 


Specific applications of Ford programs and policies 
Briefly, let us illustrate, by examples, how some of our programs and policies 


have operated in connection with several major plant closings and transfers of 
operations. 


Iron Mountain 


In late 1951 the company discontinued its operations at Iron Mountain, Mich. 
At the time the plant was closed there were 1,323 hourly employees in the plant. 
All of these employees were offered work at company activities in other parts 
of the country. In addition, the new employer to whom we sold our plant was 
encouraged to give employment preferences to laid-off Ford workers. 

Of this number, approximately 25 percent transferred to other company 
locations ; an additional 18 percent first accepted and subsequently refused pre- 
arranged employment at other company locations; 25 percent were employed 
by the firm that took over local company facilities; 6 percent retired under 
the retirement plan; and the remaining 26 percent turned down the company 
offer of employment because they were not interested in relocating or had found 
other work in the community. 


Buffalo assembly plant 


The Buffalo, N.Y., assembly plant was closed in February 1958, and its 
operations were absorbed by the Lorain, Ohio, assembly plant. At the time 
of the plant closing, there were 1,135 hourly employees in the plant. All of these 
employees were offered work at the Lorain plant and about 33 percent accepted. 
In addition, about 22 percent of the employees were placed in the Ford Buffalo 
stamping plant. Most of these employees were given on-the-job training in the 
stamping plant since their assembly operation skills were not immediately 
transferable. Those employees electing to remain in Buffalo and who were not 
absorbed at the stamping plant, where eligible, have been covered by the 
Ford retirement programs. 
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Somerville assembly plant’ 

The Somerville, Mass., assembly plant was closed in March 1958. A total 
of 1,344 hourly employees were affected. All of these employees were offered 
work at Lorain, and at the Mahwah, N.J., assembly plant. Only 13 percent 
accepted employment at Lorain, and only 25 employees or less than 2 percent 
moved to Mahwah. In practically all cases the employees were offered similar 
work to that which they had performed at Somerville. 

Approximately 60 Somerville employees, or about 5 percent, received retire- 
ment benefits. 


Memphis assembly plant 


The Memphis, Tenn., assembly plant was closed in June 1958. This plant 
closing affected a total of 1,241 hourly employees. All were offered work at 
Lorain and the Cincinnati automatic transmission plants, and certain skilled 
employees were offered jobs at the Sheffield, Ala., foundry and at the Nashville, 
Tenn., glass plant. About 40 percent accepted work at Lorain and less than 2 
percent moved to Cincinnati. A few employees transferred to Sheffield and 
Nashville. The employees going to Cincinnati were given certain on-the-job 
training, because of job differences between the two plants. A number of 
Memphis employees received retirement benefits. 

Employees affected by the Memphis closing also benefited by the separation 
payment provisions mentioned earlier. Through October 1959, they were paid 
almost one-quarter million dollars in such benefits. 


Chicago aircraft engine division 

Ford Motor Co. operated the Chicago aircraft engine division as a licensee 
in a Government-owned facility for approximately 9 years, and produced both 
piston and jet aircraft engines under Government defense subcontracts. The 
contracts expired, and the company was unable to secure additional contracts 
involving the operation of this facility. Recently the last hourly employees were 
terminated. 

Approximately 150 hourly employees affected by the phasing out of this opera- 
tion have been placed in our Chicago stamping plant. Furthermore, company 
personnel spent considerable time and effort in attempting to secure jobs for 
employees with other companies. It is estimated that more than 1,400 hourly 
employees found employment directly through these efforts. 

Eligible employees who were not placed elsewhere in the company received 
separation pay. These payments totaled nearly $300,000. 


Transfer of certain operations from Monroe plant to Sandusky 


In February 1956, we transferred certain manufacturing operations from 
our Monroe, Mich., plant to a new plant at Sandusky, Ohio. A total of 1,576 
hourly employees were affected. All were offered transfers to Sandusky, and 324 
accepted. The majority of the remaining employees were soon utilized in other 
jobs at the Monroe plant. 


Transfer of steering gear operation from Rouge to Indianapolis 

In November 1956, we transferred the steering gear operation from the Rouge 
area to the new Indianapolis plant. A total of 812 hourly employees were af- 
fected. All of these were offered transfers, but only 45 accepted. All of the 
remaining 767 personnel were placed in other Detroit area Ford plants. 


Transfer of cold heading operation from Rouge to Indianapolis 

In March 1957, we transferred the cold heading operation from the Rouge 
area to the new Indianapolis plant. A total of 800 employees were affected and 
all were offered transfers. Only 100 accepted the opportunity. All of the re- 


rg 700 employees were promptly placed in other Detroit area Ford 
nts. 


Transfer of Highland Park truck operation to Louisville 


In May 1957, we transferred our truck assembly operations from Highland 
Park, Mich., to the new Louisville, Ky., assembly plant. This affected a total 
of 953 hourly employees. All were offered transfers to Louisville, but only 36 


ae The remaining 917 employees were all placed in Detroit area Ford 
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Transfer of Lincoln engine operation from Rouge to Lima 

In July 1957, we transferred the Lincoln engine job from the Dearborn en. 
gine plant, Rouge area, to the new Lima, Ohio, plant. A total of 439 employees 
were affected. All were offered transfers to Lima, but only 16 accepted. The 
balance were all placed on other jobs in Detroit area Ford plants, the majority 
in the Rouge. 

One proposition that Ford’s experience with these matters highlights is that 
each situation differs from the other in varying degree so far as indicated ac- 
tion is concerned, because of such features as geography, type of operation, 
volume of operations, labor market conditions, ete. Thus the action in each 
case has been tailored to fit the particular circumstances. 


CONCLUSION 


We have presented a brief review of Ford programs and policies which have 
had the effect of minimizing and alleviating Ford unemployment. These in- 


clude: 

Improved planning to minimize the extent and duration of model change 
layoff. 

Supplemental unemployment benefits to alleviate the loss of income dur- 
ing periods of unemployment or reduced earnings. 

Training programs to insure an adequate supply of skilled workers and 
to equip our employees to adjust to changes in processes and equipment, 

A job preference policy minimizing Ford unemployment by giving Ford 
workers laid off from a plant special consideration in filling job vacancies 
in other Ford plants. 

A policy under which, wherever possible, Ford workers affected by plant 
closings or transfers of operations are offered the opportunity to transfer 
with their jobs or are given hiring consideration at other plants. 

A special early retirement program for certain older employees, 60-65, 
who may be laid off because of a plant closing or the transfer of an opera- 
tion, or who are no longer able to perform their regular duties satisfactorily. 

Separation payments to laid off Ford employees whose reemployment pros- 
pects with the company appear negligible, thus helping to tide them over 
until they find other employment. 

Comparable programs and policies have been followed with comparable re 
sults in respect to Ford salaried employees. 

We believe that we have established a record of responsibility and regard 
for the welfare of affected Ford employees in handling these matters, with- 
out losing sight of the fundamental proposition that the greatest good to Ford 
employees as a whole requires continuous company effort to improve efficiency 
and its ability to compete. 

As I said at the outset, however, increasing employment opportunities is 
the only sound longrun solution to unemployment problems. We firmly be 
lieve that the Federal Government’s efforts should be directed primarily to 
action within its appropriate sphere to encourage economic growth and the 
creation of employment opportunities. 


Mr. Denise. The principal contribution of any business to the solu- 
tions of unemployment problems is, of course, in the provisions of em- 
ployment opportunities. In the long run, this can be done only by 
providing better and more attractive products and services for con- 
sumers at the lowest possible cost. 

As Ford Motor Co. entered the first post-World War IT period, 
assessments for its fitness to survive in hard competition revealed 
serious deficiencies. As one of several needed actions, Ford spent over 
$21% billion on plants and facilities through 1957 in expansion and 
modernization program. Fifty-eight new plants and parts depart- 
ments depots were acquired, most as added facilities, but some to 
replace existing facilities. Hundreds of millions of doliars were used 
to modernize and expand existing facilities; virtually all of what 1s 
commonly referred to as automation equipment was installed during 
the period 1951-57, with the bulk of it in operation by the end of 
1954. 
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Because the company’s production and hence employment were in 
amarked upward trend during these years, the company was able to 
absorb seniority employees whose jobs had been affected by plant 
movement and new processes, and who had in the decline opportunities 
for other company employment, after only relatively brief periods of 
memployment at worst. 

The extensive layoffs commenced in the latter part of 1957 and con- 
tinued in 1958 were not the result of automation; they were the result 
of the sharp decline in car and truck sales. 

Thus we conclude that the net results of our new facilities had been 
to increase rather than to decrease our employment. We were con- 
vinced that in their absence Ford would have far less employment 
today, and have possibly none. 

A striking example of how improved technology can generate em- 
ployment is furnished by Ford’s experience with transmissions. In 
1950, the bulk of Ford vehicles were equipped with manual trans- 
mission produced by the company. So 3,100 employees were engaged 
in their manufacture. Improvements in industry and methods have 
brought the greatly more complex automatic transmission within the 
reach of a mass market. As a result, some 10,200 Ford employees, 
more than three times the 1950 number, now are engaged in transmis- 
sion manufacture. 

Our experience over this period has a bearing on the motion some- 
times expressed that people displaced by automation or other techno- 
logical change comprise an identifiable group to whom special poli- 
cies can be applied. We have found it impossible to identify any 
group of laid-off Ford employees whose unemployment is attributed 
to automation as such. Shamans in process and technology occur 
simultaneously with changes in demand, product design, product mix, 
sourcing, and so on, and with normal attrition in our work force. All 
of these in the aggregate affect employment levels and placement op- 
portunities in each company plant. 

Ford has recognized that actions necessary to improve its opera- 

tions as well as the fluctuating nature of its business involve unem- 
ployment problems for its employees. Accordingly, it has adopted 
plans and pursued policies designed to minimize layoffs and to ease 
their impact when they do occur. Some of these have oon particularly 
important for older employers who might otherwise have encountered 
above average difficulty in obtaining good jobs elsewhere. Measures 
to minimize and alleviate unemployment problems at Ford Motor Co. 
include, first, improved planning that has sharply minimized the ex- 
tension and duration of model change layoffs. Formerly large num- 
bers of employees were laid off for many weeks at changeovers. To- 
day only about a third of our hourly work force are involved. And of 
those the great majority are laid off only 2 or 3 weeks, at which time 
many of them take their paid vacations. 
_ Second, supplemental unemployment benefits are provided to allev- 
late loss of income during period of layoff and to supplement un- 
employment benefits also financed by Ford. In the recess year of 1958, 
Ford employees received $45 million in State unemployment compensa- 
tion, and more than $13 million in supplemental benefits. Nationally, 
this whole system undoubtedly helps to maintain high levels of per- 
sonal income through 1958. 
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Third, training programs are regularly carried on to insure an ade. 
quate supply of skilled workers and, where indicated, to enable Ford 
employees to adjust to changes in processes and equipment. Our ex. 
perience generally indicates that on-the-job instruction is fully ade- 
quate for most circumstances entailing adjustment by the worker to 
new jobs or equipment. All those older employees have been per- 
mitted to participate in the skilled supemtintin program since 1957, 
We find that relatively few do so. And the figure on that is in my 
statement. 

Fourth, while seniority normally gives job rights only within the 
employee’s own plant, employees laid off from one Ford plant have 
been accorded hiring preferences at other Ford plants in multiplant 
areas. Since 1951, under a formalized referral system, over 35 such 
opportunities have been offered in Detroit area plants, resulting in 
more than 25,000 placements, 

Fifth, Ford workers affected by automotive plant closings or 
major transfers of operations, have been offered the opportunity to 
transfer with their jobs, or have been accorded special slaeinad: con- 
sideration at other plants. 

Sixth, the company retirement program, first negotiated with the 
UAW in 1950, and improved a number of times since, contains pro- 
visions of material assistance to older employees affected by plant 
closings or permanent layoff. 

Seventh, provision for separation payment for eligible permanent: 
laid off employees was made in the SUB plan in 1958 negotiations 
with the DAW. 

I do not want to give the impression that those have all been uni- 
lateral actions on the part of the company. Many of those have been 
negotiated with the UAW, some have not. They have involved mat- 
ters in which the company has had discretion as far as its contract is 
concerned, but we have worked with our union representatives to work 
out the specific solutions to specific situations where that was indicated. 

I should like to illustrate by a few examples how some of these plans 
and policies have operated in connection with some of our major 
plant closings and transfer of operations. When we closed down 
our Buffalo, N.Y., assembly plant in February 1958, all hourly 
workers were offered work at the Lorain, Ohio, plant, which was a 
new plant, and about 33 percent accepted. Another 22 percent sub- 
sequently were placed in the Ford Buffalo stamping plant. Some 
eligible people elected to take a retirement. benefit. 

A similar situation occurred when our Memphis, Tenn., assembly 
plant was closed in June of 1958. This plant closing affected a total 
of 1,241 hourly employees. All were offered work at Lorain, and the 
Cincinnati automatic transmission plant, and certain skilled em- 
ployees were offered jobs at the Sheffield, Ala., foundry, and the Nash- 
ville, Tenn., glass plant. About 40 percent accepted work at Lorain, 
something less than 2 percent moved to Cincinnati. A number trans- 
ferred to Sheffield and to Nashville. 

The employees going to Cincinnati were given certain other job 
training because of job differences between the two plants. 

A number of Memphis employees also received retirement benefits. 
Hourly employees affected by the Memphis plant closing who declined 
employment in other company plants and who were not eligible for 
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retirement benefits, were paid almost one quarter million dollars in 
separation pay through October of this year. 

As another case in point, in November 1956 we transferred the 
steering gear operation from Dearborn to the new Indianapolis plant. 
All of the 812 employees affected were offered transfers. However, 
only 45 percent accepted. All of the remaining 767 personnel were 
placed in other Detroit area Ford plants. 

A number of other examples extending from 1951 through 1958 are 
discussed in my statement. 

Among other things, Ford experiences highlights that each situa- 
tion differs from the other in varying degrees, so far as indicated 
actions are concerned, because of such features as geography, type 
of operations, volume of operations, labor market conditions, and so 
forth. Thus the action in each case had been tailored to fit the par- 
ticular circumstances. We believe that we have established a record 
of responsibility and regard for the welfare of the affected Ford 
employees in handling those matters, without losing sight of the 
fundamental proposition that the greatest good to Ford employees 
as a whole, requires continuous company effort to improve efficiency 
and its ability to compete. 

As I indicated at the outset, however, the only sound longrun solu- 
tion to unemployment problems is to increase the number of jobs. We 
firmly believe that the Federal Government’s efforts should be directed 
primarily to actions within its appropriate sphere to encourage eco- 
nomic growth and the creation of employment opportunities. 


Senator McNamara. Thank you very much for this fine statement. 
I think you have some information in there that is not generally 


known about the number of people offered jobs and transfer from one 

area to another as a result of a change in your operations. 

: Mr. Denise. That is quite true, Senator. I don’t think it is generally 
nown. 

Senator McNamara. Certainly I wasn’t conscious of it, and I was 
surprised at the extent to which you go in that matter. 

Do you think the Federal Government should furnish leadership or 
money to eliminate unemployment? Do you think that the Federal 
Government has the responsibility in this area ? 

Mr. Denise. Senator, I think that as long as we are dedicated to a 
free economy we can’t accept the proposition that it is a direct Federal 
Government responsibility to wiles or to eliminate unemployment. 
We have to be practical about these things and visualize how they will 
be done, and I cannot visualize any way in which the Federal Govern- 
ment can accept that as an absolute responsibilty as such without being 
prepared to make all employment Government employment with all 
that that implies. 

I think that the function of Government in our kind of society is to 
do those things which will create a favorable climate, to use an often 
used term, which will enable your type of economy to operate effec- 
tively and with maximum efficiency and maximum production. 

Therefore, since the Federal Government is an overall part of the 
total community and an extremely influential one, one cannot say that 
the Federal Government has no responsibility in this area. What I 
am trying to indicate is the type of responsibility that I think it has, 
and that it should be primarily concerned with. 
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Senator McNmara. I think for the record, then, your answer is that 
we should have a limited or perhaps a minor role to play in this, is that 
a fair statement ? 

Mr. Denise. No, indeed, its role isextremely important. I think the 
question which needs some precise definition 1s what is that role, what 
is the nature and type of action your shop should look at ? 

Senator McNamara. That is exactly the problem that the committee 
is faced with, as you know. And I am sure that your thinking in this 
regard is important to us, and your complete statement goes much 
further than your summary, and we appreciate the fact that you sum- 
marized it to the degree that you did. And you can be sure that all 
of your recommendations will be given very serious consideration by 
the committee in making recommendations. 

Mr. Denise. Thank you, Senator. 

Senator McNamara. Thanks very much for your cooperation. 

We are advised that Mr. John Leary would like to get his testimony 
in the record at this time, and we are happy to accommodate him. 

Mr. Leary. Mr. Denise, Mr. Chairman, I think that our statement 
will be meaningful if I could submit a copy of our UAW contract. 

Senator McNamara. Thank you very much. That will be placed in 
the record for reference only. 

(The Ford-UAW contract will be found in the files of the commit- 
tee.) 


STATEMENT OF JOHN D. LEARY, VICE PRESIDENT OF PERSONNEL 
OF CHRYSLER CORP., DETROIT, MICH. 


Mr. Leary. My statement is quite a bit briefer than the other two. 

Chairman McCarruy. I have often thought that it would be a good 
rule to require witnesses to attend all the hearings. 

Mr. Leary. We have gotten in on the part of this. 

My name is John D. Leary, I am vice president, personnel, of the 
Chrysler Corp. 

6 are appearing here today at your invitation to give you what- 
ever assistance we can in your study of unemployment. I would like 
to say at the outset that it is our intention to restrict ourselves as far 
as possible to our own experience with the problems of unemploy- 
ment—and more specifically to explain what we have done to lessen 
the impact of layoffs on our own employees. We feel by concentrating 
our remarks in this way that we can be of most help. 

First, I would like to give you a few facts on the present employ- 
ment situation at Chrysler Corp. On November 1, 1959, Chrysler em- 
ployed 113,300 people in the 77 plants and office buildings operated 
by the company in the United States. A year ago, on November 1, 
1958, as the country and the automobile industry were emerging from 
a severe though relatively short recession, there was 99,000 employees 
on our rolls. Most of the 113,300 people now employed by Chrysler 
are represented by one of nine international unions with whom we have 
collective bargaining agreements. In addition to the employees now 
on our rolls, there are about 29,000 with seniority rights who have not 
been recalled. 

In view of the highly favorable outlook for the automobile business 
in the year ahead and the excellent reception of our own 1960 line of 
cars, it is expected that a number of people will be returned to work 
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during the coming months. As you know, the interruption in the 
supply of steel has had the effect of seriously curtailing the produc- 
tio of automobiles. It will prevent us from immediately supplying 
the heavy demands of our dealers. This means a serious delay in re- 
calling employees. 

It is also true, however, that the steel shortage is having the effect 
of postponing a very substantial volume of automobile production and 
sales. As a result, once the steel supply returns to normal, we should 
have even better conditions for our industry in 1960 than we have been 
anticipating. So the outlook for high levels of employment in the 
coming year is excellent. 

Although reductions in employment can be caused by many factors, 
competitive and otherwise, there are some things a company can do to 
lessen the effect of such reductions on its employees. Some of the 
steps taken by Chrysler to achieve this result may be of interest to 
this committee. I would like to talk specifically about our efforts in 
the following three areas : 

First, changes in collective bargaining agreements that have helped 
to minimize the effects of unemployment; second, efforts by Chrysler 
to train present employees to assume new job responsibilities; and 
third, transfer of operations. 

In 1958 Chrysler and the international union, UAW, had occasion 
tomake numerous changes in their agreements that help to minimize 
the effects of unemployment. 

1. Seniority has been broadened. Seniority provisions generally 
give job preference to older employees. Prior to the changes made 
inour agreements in 1958, an employee had the right to “bump” down 
only through his department or his division displacing junior em- 
ployees. In 1958 we modified this practice by permitting senior 
employees to displace junior employees on a plantwide basis. Appli- 
cation of this practice has resulted in “leveling” our plants so that 
junior employees are no longer working while more senior employees, 
who are able to do the work, are laid off. 

2. A Detroit area labor pool has been established for laid-off 
Chrysler employees affected by transfer of operations. This labor pool 
was established because we closed one of our Detroit plants in 1958 
and transferred the work to other plants of the corporation with the 
result that some employees were laid off. Under the terms of their col- 
lative bargaining agreement, these laid-off employees had no seniority 
rights at other plants of the corporation. For these employees, and 
others similarly situated, we proposed to the union an area pool that 
would permit the placement of these employees with their full senior- 
ity rights at other plants when openings occurred because of the 
death, retirement, or resignation of an employee. More than 600 
employees have been offered job opportunities under this arrange- 
ment. 

This program is in addition to one of long standing whereby laid- 
off Chrysler employees are referred to fill job openings at other plants 
@ °ithe corporation if they are qualified. Represented employees do not 

take their seniority with them, but maintain their recall rights at 
their “home” plant. In the last 2 years more than 6,000 employees 
ave been placed in jobs under this arrangement. 

Many thousands more have been referred for placement. Not all of 
them accept these offers of employment. For example, in September 
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1959, we had some jobs available in our stamping plant at Twinsburg, 
Ohio, a distance of 197 miles from Detroit. The jobs were nonskilled 
or semiskilled in nature. We interviewed 734 qualified employees who 
were on layoff status in Detroit, and we could fill only 81 positions, 
These jobs were identical or equivalent to the jobs these employees had 
worked at in Detroit. 

3. When an employee accepts work in another plant, as just de- 
scribed, he does not lose his right to a pension, insurance, payment in 
lieu of vacation, paid holidays, and other benefits. Prior to 1958, 
such an employee had to meet certain eligibility requirements for these 
fringe benefits at the plant at which he was working. Now, an em- 
ployee carries with him his right to these fringe benefits. 

4, Pensions have been liberalized by providing special early retire- 
ment benefits. At company option, an employee may retire after 
age 60 with double pension benefits until age 65. Sometimes older 
employees become less able to perform their duties although they are 
not physically disabled. They generally do not want to move with 
their job if it is transferred elsewhere. Early retirement meets the 
needs of these people in many cases. 

5. Separation pay was instituted in 1958. If an employee is perma- 
nently laid off for at least 12 months, he may elect to sever his em- 
ployment relationship with Chrysler. In this situation he may be 
eligible for severance payments based on earnings and seniority and 
the size of the supplemental unemployment benefit (SUB) trust fund. 
For longer service employees, severance payments frequently range 
around $1,500. This payment is made to enable these employees to 
seek job opportunities elsewhere, if necessary. 

6. The national apprentice agreement was modified to permit older 
employess wh» otherwise qualify to undertake apprentice training. 
Prior to October 1958, an apprentice had to be a high school graduate 
between the ages of 18 and 26; after October 1958, the age limit was 
raised to 41, inclusive. This permits older employees, who are in- 
terested in developing greater skills, to undertake a prescribed course 
in training that is designed to supply Chrysler with skilled journey- 
men thoroughly versed in our methods, and to provide training for 
individuals in their chosen trade. 

I have outlined the major changes we made in our collective bar- 
gaining agreements in 1958 that have helped to reduce unemploy- 
ment. Now, I would like to discuss the programs developed by 
Chrysler to train present employees to assume new job responsibilities. 


CHRYSLER TRAINING PROGRAM 


1. To build our new 1960 line of cars we needed nearly 2,500 employ- 
ees trained in basic resistance welding and are and gas welding. This 
training was made necessary by our change from the conventional con- 
struction in which the car body is bolted to a heavy steel frame. Now 
we have changed to a unitized construction. This method requires ap- 
proximately 5,000 separate welds to make the body and frame a single 
integrated unit. In this way the body structure provides the strength 
and rigidity formerly provided by the heavy steel frame. We secured 
the skills necessary for this type of construction by sending our own 
employees to technical training centers for an extensive course cover- 
ing basic resistance welding principles. More than 1,500 hourly rated 
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employees have completed this course at a cost to the corporation of 
$100,000. This course includes lectures, demonstrations, and actual 
ractice. 

Here is an example where the need for additional training was rec- 
ognized early. The need arose because of a change in a method of 
production. Employees were given an opportunity for this trainin 
at company expense. Thus, it did not become necessary to lay o 
some workers and attempt to hire others. 

2, The introduction of advanced electronic data-processing equip- 
ment required the training of many white-collar employees whose work 
would be affected. We recently installed a large scale computer. Em- 
ployees who were performing work that would be affected by the intro- 
duction of the equipment were given aptitude tests to determine if they 
were qualified to receive additional training for jobs that would be 
available in the new data-processing center, or other departments 
where office work formerly done in our plants was centralized. We 
found that we needed more operators with training on key punch, 
machine operation, and wiring equipment and programing. The nec- 
essary training was conducted at a training center maintained by 
one of the companies supplying electronic equipment. It is estimated 
that 120 people a year will be given this training to provide personnel 
tocover expansion, promotion, and turnover. 

3. The Chrysler Institute of Engineering, incorporated by a charter 
granted by the State of Michigan in June 1933, is an outstanding ex- 
ample of Chrysler Corp.’s practice of developing the skills and abili- 
ties of its employees. The institute offers courses on both graduate 
and undergraduate levels taught by a highly qualified staff of corpo- 
rate employees. 

The graduate program of the institute is designed primarily for out- 
standing engineering graduates who are recruited each year at colleges 
and universities throughout the Nation. After successful completion 
of 2 years of intensive engineering course work, coupled with planned 
work assignments, the graduates are awarded master’s degrees in auto- 
motive engineering. Over 1,000 master’s degrees have been conferred 
by the institute. In recent years the average graduating class has 
numbered approximately 60. 

The institute’s evening school offers both college-level and other 
courses to interested employees. For the most part the courses are on 
technical subjects, designed to assist the participants to enhance their 
job qualifications. When the need arises, however, special courses are 
ilso offered in such areas as management, English, stenography, and 
necelerated reading. The popularity of the institute’s evening school 
is attested by the fact that over 20,000 employees have availed them- 
elves of its offerings. The present enrollment for the fall semester 
8853, 

4. Our apprentice program is another example of action taken by 

hrysler in the area of employment. The number of apprentices in 
raining at any given time is regulated by a specified ratio between the 

pprentices and journeymen in the skilled trades departments con- 
ermmed. On January 1, 1959, there were 631 apprentices enrolled in 
he program. 

These training programs that I have discussed illustrate our efforts 
otrain present employees to assume new job responsibilities. Another 
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program that has been developed to minimize layoffs involves policies 
and procedures governing the transfer of operations. 

On occasion since 1939 transfers of operations have been made for 
greater efficiency and to meet the needs of an expanding market. When 
operations are transferred, the employees concerned are given the 
opportunity to transfer with their job in the order of their seniority, 
If they decline, they may be placed elsewhere in their plant, or they 
may be laid off, in which event they may become eligible for unen- 
ployment compensation and SUB payments. I want to tell this 
committee about a few cases that show the effort we make to place 
people. 

This fall we began full-scale production at a new automobile as- 
sembly plant at St. Louis and phased out production at the Plymouth 
plant in Evansville, Ind., a distance of 170 miles. There were 5,274 
employees on the roll in Evansville. Of this number, 2,311 chose to 
transfer to St. Louis, but 2,042 did not. Of the remaining employees, 
some retired, died, quit, lost seniority for other reasons, did not reply 
to any communication that we sent them, or were on temporary dis- 
ability or leave of absence. 

Those who did not elect to transfer would customarily have had 
to wait 12 months before receiving a lump sum severance payment, 
Chrysler recognized that these employees would have few opportuni- 
ties for placement in other plants of the corporation because of geo- 
graphical location and waived the 12-month eligibility limitation, 
thus permitting separation payments after the layoff. 

To fill additional vacancies at St. Louis, we canvassed 1,202 workers 
from our Dodge main plant in Detroit, most of whom were on layoff 
status at that time but had indicated a willingness to transfer. A 
total of 640 transferred, but 427 declined the job opportunity to date, 

In 1957 we opened a new stamping plant in Twinsburg, Ohio. Be- 
cause this affected employment at our stamping plants in Detroit, we 
pene notices advising employees of the job opportunity in Twins- 

urg. Some 2,115 employees indicated they wished to be considered 
for placement, but when offers of employment were made, 819 did 
not accept and only 865 transferred. 

This problem is not confined to out-of-town moves. This year, 
we also moved some of the Dodge operations to the Jefferson assembly 
plant here in Detroit; 620 transferred, but 273 employees who had 
previously indicated a desire to move did not choose to do so. __ 

I have cited these examples to emphasize the job opportunities 
Chrysler has made available to its employees. Many employees have 
declined these offers for personal reasons. 

Chrysler management has pursued other policies to increase en- 
ployment and to reduce the effects of unemployment. In selecting 
employees, any applicant who passes qualifying tests is considered 
for placement on his merits. We have no barriers to employment 
opportunity. In filling vacancies that occur within the corporation, 
first consideration is given to active employees. This policy on pro- 
motions and transfers is pursued to encourage employees toward ad- 
vancement and because present employees know more about methods, 
procedures, and practices covering operations within the corporation. 

This completes my description of some of the steps we have taken 
at Chrysler to alleviate unemployment as it affects our employees 
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We, like other industrial organizations, make our most important con- 
tribution by dcing what we can through the design, production, and 
promotion of new and improved products to create new and broader 
markets. Only in this way can we provide growing job opportunities. 

Chairman McCarruy. Thank you very much, Mr. Leary. 

Senator McNamara ? 

Senator McNamara. I have no particular questions. I think the 
statement speaks pretty well for itself. 

I certainly think that the experiences that you have had with 
people being offered opportunities to transfer and the percentages 
that you have indicated that chose to go or not to go is very helpful 
to this committee, because this is one of the areas on which we have 
had a great deal of conflicting testimony. 

That is all, Mr. Chairman. 

Chairman McCarruy. I should like to ask the question that I 
raised with General Motors, as to whether or not you have tried to 
work out procedures for exchange of employees with other automobile 
manufacturers. I can see where there might be more need of it in 
the case of Chrysler, since you have approximately one-fourth of the 
employees. 

Mr. Leary. The union has asked us to give consideration to that, 
and with the number of our own people laid off, we have not felt it 
advisable to try to work out any layoff status, as our first concern 
isto get the people back on the job. 

Chairman McCarruy. In some years companies will have a tre- 
mendous expansion, and in others workers will be laid off. This is not 
a year in which this is happening to Chrysler, but there might be a 
year when Chrysler would be up and Ford down or Ford up and 
Chrysler down, and a transfer arrangement might alleviate the strain 
on the unemployed. 

Mr. Leary. Our experience has been, we have had our own em- 
ployees available for any expansion in our role. 

Chairman McCarruy. There has been some agitation on the ques- 
tion of tariffs and quotas on automobiles. I wonder whether the auto- 
mobile companies have any official position on it. Have they taken 
astand recently ? 

Mr. Leary. That is a little bit out of my bailiwick, Senator, and 
I would rather not get into that subject. 

Chairman McCartuy. Could I ask one general question—whether 

or not you think the Federal Government could exercise any leader- 
ship, or establish any national standards, or pass other legislation 
dealing with specific problems of unemployment ? . 
_ Mr. Leary. I would say to that that we believe that the States are 
ina better position to realize what their specific problem is, and that 
they should be in a position to handle it on an electional basis. I 
think that the condition varies from one area to the other. 

Chairman McCartny. But you know the President—I think almost 
every year since 1953—has recommended that the States adopt na- 
tional standards. In effect what he says is, “We need national stand- 
ards, but they ought to be adopted by the States.” Now, you might 

lsagree as to whether we need national standards, but if it is true 
that we need them as he indicated, is there any good reason why they 
shouldn’t be adopted by the Congress ? 

47557—60—pt. 323 
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Mr. Leary. Well, if I understand the President’s position, I believe 
that it is that if the States should make that determination whether 
or not it is necessary under the circumstances that are prevalent at 
the time, whether or not it would be necessary to change their 
standards. 

Chairman McCartuy. Well, he recommends specifically the nun- 
ber of weeks that should be adopted by each State legislature and 
also the percentage payment. This would still leave a measure of 
flexibility within the States. But we needn’t pursue that question 
beyond this point. 

I have one question about the matter of seniority rights in cases of 
reduction-in-force or cut-down in number of employees. Do you use 
the seniority rule more or less absolutely at the present time? 

Mr. Leary. That is right. There isn’t any variation from that. 

Chairman McCarrny. This, I know, is a result of collective bargain- 
ing and the union position. 

Mr. Leary. That is right. We have an agreement that sets out the 
seniority rules. 

Chairman McCarrny. In the history of Chrysler has there been 
any time in which there had been the possibility of basing the reduc- 
tion of force on any other consideration than seniority, such asa 
family status, for example? 

Mr. Leary. We have avoided that. There have been some exceptions 
because of the nature of the job, but as far as family status, I believe 
we have a provision in the contract that that will not enter into it. 

Chairman McCarruy. And that is agreed to by the management 
and the union both ? 

Mr. Leary. Yes. 

Chairman McCarrny. The Army has had the only provision in the 
Government that responded to that need. It used to be that when 
one became a major there was a great increase in family allowances, but 
when one advanced to colonel it dropped down again. The assump- 
tion was that a major had a responsibility of a particular kind; his 
children had reached a point where he had to send them to school, but 
when one got to colonel, that was over, unless he married late. But we 
have changed that now. 

We will convene again at 2:30. 

(Whereupon, at 1:40 p.m., the hearing was recessed until 2:30 p.m. 
the same day.) 

AFTERNOON SESSION 


Chairman McCartny. The hearing will come to order. 

The first. witness for this afternoon will be August Scholle, presi- 
dent, Michigan AFL-CIO, Detroit. 

Mr. Scholle? 


STATEMENT OF AUGUST SCHOLLE, PRESIDENT, MICHIGAN 
AFL-CIO, DETROIT, MICH. 


Chairman McCarruy. We will put the whole of your testimony in 
the record at this point, if that is all right, Mr. Scholle, and then you 
can comment on it. 

Mr. Scuotte. I would appreciate that. 
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(The prepared statement of Mr. Scholle follows :) 


PREPARED STATEMENT OF AUGUST SCHOLLE 


NOVEMBER 6, 1959. 
Hon. EUGENE J. McCarTHy, 
Chairman, Special Committee on Unemployment Problems, 
U.S. Senate, Washington, D.C. 

Deak SENATOR McCartHy: We very much appreciate the opportunity to speak 
before your committee on the subject of unemployment in the United States. 
Rather than repeating the material which your committee has already received, 
Iam taking this opportunity to make the following specific proposals: 

1. Adoption of Federal standards to assure 39 weeks of duration and other 
standards along the lines recommended in the legislation you supported in 
the last session of Congress. 

2, A supplementary program provided by congressional action to assure 
benefits until reemployment for those who have exhausted their benefits 
under the Federal-State system, but who are otherwise eligible. 

3. A program of retraining, reemployment, and voluntary relocation for 
those who are industrially displaced from their particular jobs through auto- 
mation, merger, technological changes, physical injury, age, or other factors. 

4. Financing of the cost of items 2 and 3 through a special national fund 
established by a separate employer tax of a penny an hour per employee in 
covered employment with additional funds, if necessary, through congres- 
sional appropriation. 

5. Detailed studies on the cost of a program for unlimited duration of 
benefits, and developing and financing programs for retraining, reemploy- 
ment, and voluntary relocation of industrially displaced workers. 

Iam enclosing a copy of a prepared statement which will be released on the 
day of the hearings in Detroit for your advance information and assistance. I 
sincerely hope that this material will be helpful to your committee. We shall 
be happy to cooperate in any possible way in working toward a constructive 
solution of the problems which your committee is considering. 

Very sincerely yours, 

AUGUST SCHOLLE, 
President, Michigan State AFL-CIO. 


SUGGESTED PROGRAM FOR UNLIMITED DURATION OF UNEMPLOYMENT COMPENSATION 
BENEFITS AND RETRAINING PROGRAMS FOR UNEMPLOYED WORKERS 


How long should an unemployed worker receive compensation? Twenty 
weeks? Twenty-six weeks? Thirty-nine weeks? At what point should the 
worker be told: “You' may no longer receive unemployment compensation as a 
matter of right, even though there is still no job available for you. You must 
go out and scratch for yourself—whether this means going on welfare, taking a 
substandard job, or simply making do with no income. You are no longer our 
concern since the system of unemployment compensation is not designed to take 
care of your needs beyond a certain limited number of weeks.” 

This policy is as irrational as would be a policy in a tuberculosis sanitorium 
of discharging all patients after 6 months because statistics showed that tuber- 
culosis should be cured in 6 months. Yet our system of unemployment com- 
lensation is forced to deny benefits to thousands upon thousands of workers 
every year because they have exhausted their unemployment compensation 
tights and are no longer entitled to compensation even though they are still 
temployed and otherwise eligible; 2,599,000 workers exhausted their rights 
to regular unemployment compensation benefits in 1958 alone. An additional 
67,700 veterans exhausted their rights to special Federal unemployment com- 
Pensation benefits last year. Many workers drew additional benefits through 
the temporary unemployment compensation program ; 668,500 workers exhausted 
their additional benefits without getting other jobs in 1958. 

Commonsense, sound ethics, and pragmatic economics applied to the matter 
all lead to the same conclusion: An unemployed worker should receive un- 
‘tmployment compensation until he is reemployed at suitable work. There is a 
eteater need to insure the wage loss during the 22d week than the 21st, the 27th 
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than the 26th, the 40th than the 39th. The reason is simple. The worker 
who has to exist on unemployment compensation, which takes care of only a 
fraction of his regular wages—often one-third or less—becomes economically 
worse and worse off the longer he receives compensation instead of wages. 

Unlimited duration of unemployment compensation would benefit more than 
just the unemployed worker and his family. Continuous purchasing power js 
of the greatest importance to the stability and prosperity of the whole con. 
munity. Cutting off unemployment compensation results inevitably not only in 
decreased retail sales for local merchants, but also in an increased welfare 
load for local taxpayers. Without Federal action, homeowners and merchants 
in communities with severe unemployment are caught in a triple squeeze: 
decreased income, heavier welfare load, and bigger tax bills to pay for welfare. 

There are still other reasons for unlimited duration of unemployment con- 
pensation. We are trying to show the free world that our system of govern- 
ment is the best because it puts human values first. One concrete way to 
demonstrate that we do put human values first is to guarantee unemployment 
compensation as a matter of right until reemployment occurs. 

Many other countries have either unlimited duration of benefits or substantially 
longer duration periods than do our various States. Australia, Belgium, France, 
New Zealand, and Yugoslavia all had unlimited duration in 1955, although 
three of them had limited income conditions for eligibility. Australia and 
New Zealand do not even require that the unemployed worker have work 
experience or wage credits to begin drawing benefits. (International Labor 
Office, “Unemployment Insurance Schemes,” Geneva, 1955, pp. 180-184, also 
31 and 164.) Ireland had unlimited duration for people between 65 and 70 
years of age, Austria a maximum of 56 weeks, and Canada 36 weeks. Italy 
provided extraordinary benefits for those who had exhausted regular benefits, 
the United Kingdom 492 days’ benefits after 10 years’ insurance. Denmark 
had a maximum of 250 days. Communist Russia abolished unemployment 
compensation in 1930. 

It is particularly ironical that West Germany, whose industry was leveled to 
the ground just a few years ago, had an unemployment system in 1955 that 
was in some ways ahead of those of many American States. Maximum benefits 
were 80 percent of wage loss for lower income workers, 70 percent for higher 
income, with 26 weeks maximum duration and an unlimited duration relief 
system as a matter of right. 

We cite the examples of other countries not as something to imitate, but 
rather as something to improve upon. The welfare or need elements of many 
of the foreign countries’ systems are, needless to say, repugnant to our American 
insurance system. The total benefit amounts are often substandard, just as 
are the actual wage rates in many instances. However, we are impressed that 
countries with fewer economic resources, much less industrial know-how, and 
much lower standards of living, have, when measured by their limited resources 
and manpower, proportionately done more in certain aspects of social insurances 
and services than we have in the United States. 

As a matter of national policy the United States at this stage of world history 
should not merely equal the social programs of other countries; we should sur- 
pass them. It is to our own interest, as well as to the interest of the total 
population of the world, to demonstrate that, under our system of government 
and economics, poverty is unnecessary. We have the know-how to provide 
economic security for all. In fact, our economic well-being demands that pur- 
chasing power to prevent mass unemployment be always available. Analysis of 
the recent recession shows that unemployment compensation was a major factor 
in preventing the recession from becoming a devastating depression. 

The principle of unlimited duration of unemployment compensation is morally 
sound and economically necessary. However, a number of questions as to prac 
tical details should be discussed : 

1. Would the total cost be prohibitive? 

2. Would the cost be so great as to discourage the individual employer 
from hiring new workers? 

3. Would unlimited duration encourage workers to make a career of 
unemployment? 

4. How should we determine who is entitled to unlimited duration of 
benefits? 

5. How could such a system be administered? 

6. Would it not be better to make jobs for unemployed workers, instead 
of providing unlimited unemployment compensation? 
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7. Shouldn’t we have more facts about unemployment? 
8. Is the risk too great to undertake such a new program? 
Let us answer these questions one at a time. 


1, Would the total cost be prohibitive? 

No. Two approaches are necessary to make the plan effective. First, Con- 
gress needs to adopt standards to assure 39 weeks’ duration and other standards 
along the lines recommended in the legislation you supported in the last session 
of Congress. Second, a separate Federal fund would also need to be established 
to provide benefits beyond the 39-week period. This fund could be more than 
adequately financed, in a healthy economy, by employer contributions of 1 cent 
an hour per employee in covered employment. 

As in many insurance programs, the cost per insured week goes down rapidly 
as the duration of protection increases. For example, it is practically impos- 
sible to get insurance protection for an automobile for only the first $50 of property 
damage. A policy covering damage between $20,000 and $250,000 is much cheaper 
than a policy covering $50 to $20,000. The reason is simple: There is far 
less chance of a $250,000 accident than of a $50 or a $500 accident. The same 
is true in unemployment compensation. The vast majority of workers do go 
back to work eventually after they are laid off. For only a small minority does 
wemployment continue for an indefinite period of time. Yet the long unem- 
ployment of that small minority creates economic tragedy not only for the 
individuals and their families but for the entire community as well. 

We feel sure that the American public will agree that a penny an hour paid by 
employers to provide unlimited unemployment compensation benefits is economi- 
cally sound and morally right. 

A further question may be raised that, in case of continued prosperity, the 
reserves in the special penny-an-hour tax fund would become larger than neces- 
sary, and in case of deep and continued economic depression they might not be 
large enough. Let us hope for the former, in which case the United States can 
tell our citizens and the world that we have on hand a fund sufficient to guar- 
autee that if depression comes no unemployed worker need suffer economically 
even though there is no job immediately available to him. If the sum is too 
small, the Federal Congress should make a special appropriation to cover the 
emergency. 

Congress is the proper agency to assure unlimited benefits because in this 
day and age long-term unemployment is primarily national, not local, in both 
cause and cure. Denying that unemployment is a national problem aggravates 
the problem. This head-in-the-sand attitude only shifts the responsibility from 
the national economy, which can handle it, to local communities which cannot. 

Some workers, on being laid off, go from union-scale jobs to unemployment 
compensation to inadequate local welfare. Many an unemployed worker, on 
the other hand, goes from unemployment compensation to a substandard job, 
where he replaces someone who must move on to an even worse paying job. 
He in turn may be replacing someone whose only remaining recourse is welfare. 

Mounting welfare costs include not only direct relief but other community 
services as well, all the way from public clinics and hospitals to police depart- 
ments and courts to deal with sickness, delinquency, and crime resulting from 
unemployment of the breadwinner. Homeowners in a depressed community or 
State often feel resentment instead of compassion, largely because their taxes 
rise to cover added welfare costs at the very time the entire community is 
suffering both economically and psychologically from depression and uncertainty. 
The net result is general economic degrading of the labor market and of wages, 
as well as divisive conflicts between welfare recipients and homeowner taxpayers. 

The economic and moral cost of abject poverty is too great to be estimated in 
dollars and cents. The cost to its victims—individuals and communities—is 
higher than society can or need afford. 

The financing by uniform and nondiscriminatory Federal taxes of unemploy- 
ment compensation benefits beyond 39 weeks as a matter of right would spread 
the cost of unemployment through the entire United States, thus mitigating for 
each local community the economic problems caused by long-range unemployment. 

The real question is not “What is the cost of unlimited duration of unem- 
ployment compensation?”’, but rather, “What is the cost of not having unlimited 
duration of unemployment compensation ?” 
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2. Would the cost be so great as to discourage the individual employer from 
hiring new workers? 

That depends. A flat rate penny-an-hour tax would not, an added “experience 
rating” tax might. If the so-called experience rating system in effect today 
(whereby each employer is, in theory, directly charged for the unemployment 
of anyone he lays off who does not get another job or is not disqualified) were 
used to finance benefits beyond 39 weeks, then an individual employer could, 
with good conscience, claim the added cost might either discourage him from 
hiring a new worker or penalize him in case he is forced to lay off a newly hired 
worker who cannot later find a job. But if it is true that the individual em. 
ployer should not be charged for unlimited benefits paid to the worker he 
permanently lays off for reasons beyond his control, it is also beyond argument 
that the individual worker, who is indefinitely laid off, and his family should 
not indefinitely subsidize the inability of the total economy to provide jobs. 

We recommend therefore that the financing system for unlimited duration of 
unemployment compensation not be based on the present inequitable so-called 
experience rating system. Many students of unemployment compensation 
agree that the net effect of experience rating is not to encourage stability of 
employment, but rather to encourage Rube Goldberg systems of eligibility and 
disqualifications which give a premium to the employer who most diligently 
digs up technicalities with which to deny compensation to unemployed workers, 

The experience rating systems of many States operate to penalize the small 
competitive employer. For example, under many present State laws, a large 
manufacturer with accurate knowledge of his market can employ workers over- 
time for 48 hours a week and then, instead of laying workers off when orders 
become slack, reduce the workweek to 40 hours, then 30 hours, and even 24 
hours. His unemployment compensation taxes will not go up because no one 
is actually laid off. In fact, his taxes go down because his taxable payroll 
decreases. The small retailer, on the other hand, with a store in the neighborhood 
of the large factory, may have to lay off an employee or two as his sales decline 
in proportion to decrease in hours of work in the factory. Thus at the very 
time his income is being reduced due to circumstances altogether beyond his 
control, his unemployment compensation tax is increased. 

The present taxation system is complicated with so many exceptions and so 
many adjustments that very few people have mastered the calculations necessary 
to compute an individual employer’s rate. Our proposal to charge each employer 
a penny an hour can be understood by everybody—employers, employees, and 
the public. Such a tax would fall equally on all employers without being unduly 
burdensome to any. It would eliminate the old bromide of unemployment com- 
pensation taxes “driving business out of the State.” 

Unemployment compensation taxes are usually so small as to be admittedly 
insignificant in determining plant location. They represent such a small part of 
total cost that most corporations do not even bother to itemize the cost of un- 
employment compensation in their financial reports. However, for purposes of 
political propaganda, differences in rates among the States are exaggerated 
and distorted way beyond what little significance they may actually have. A 
uniform and easily understood supplementary rate—a penny an hour—cannot 
be attacked with such disruptive propaganda. 

In this connection, let it be noted that social security taxes, being uniform 
throughout the United States, are never cited by employers and trade associa- 
tions as discriminatory or as the cause of jplant migration to a State with a 
more favorable climate. The flat rate penny-an-hour tax would therefore be 
preferable to experience rating. 

Since the penny-an-hour tax would be a deductible expense in computing 
Federal corporation profits tax, it would not be a net cost to a corporation mak- 
ing a profit. In fact, the individual employer, partnership, or corporation not 
making a profit—and therefore exempt from Federal corporation profits tax— 
could claim that the corporation which is subject to corporation profits tax 
should pay at least 2 cents an hour in order to equal their 1 cent an hour. 
Economists are still arguing about how much of such a tax is ultimately passed 
on to the consumer. 

The financing of unlimited duration can also be computed on the basis of 
added cost per unit of production. For example, if 200 hours of labor are required 
by a particular manufacturer to produce an automobile, then the cost to the 
employer for unlimited duration would be $2 a car. Since 52 percent of this 
would be offset by Federal corporation profits tax, the actual cost to the 
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employer would only be 96 cents since Uncle Sam would, in effect, pay the 
remaining $1.04. 

Another way to state the cost of unlimited duration beyond 39 weeks is that 
it would be less than the price of a hubeap on a ear. 

If it takes 11 hours to produce a ton of steel, the cost to the steel company 
would be 11 cents—or a little over a nickel per ton after allowing for Federal 
corporation profits tax, if the steel company were making profit—and what 
steel company is not? 

A uniform and separate tax of a penny an hour would spread the cost of bene- 
fits beyond 39 weeks among all current employers, without forcing individual 
workers to wholly subsidize their own unemployment. 


3. Would unlimited duration encourage workers to make a career of unemploy- 
ment? 

No. This question is reminiscent of charges against unemployment compensa- 
tion early in the depression of the 1930's to the effect that such a system would 
encourage people to quit their jobs in order to draw benefits. 

The unemployment history of America shows that greatest unemployment has 
occurred during periods when there was no unemployment compensation whatso- 
ever, Since we have had unemployment compensation, unemployment figures 
have never reached the heights of the long period when there was no national 
social security program of any kind. 

The cynic may still wish to talk about individual cases rather than the statis- 
tical totals upon which programs are based. Is there any way to make sure 
that individuals do not abuse a system of unlimited unemployment compensa- 
tion? The question of whether a particular individual would prefer a job to 
drawing unemployment compensation can be resolved in one way and one way 
only—offer him suitable work. If he takes it, he no longer receives unemploy- 
ment compensation. If he refuses to take suitable work, then he is automatically 
disqualified from receiving benefits. This approach is much sounder than the 
present one of trying to determine availability without offering a job. And if 
there is no work available, what difference does it make if the unemployed 
worker is available or has a broken arm? 

What if a one-industry town shuts down and the unmarried worker returns 
to his family to cut down expenses? Or the family man goes back to the farm 
tosweat out his period of unemployment? Aren’t both doing what a reasonably 
prudent person would do? Shouldn’t they be eligible for benefits inasmuch as 
they will come running as soon as industry starts again? What if the town has 
nultiple industries, but other employers will not hire seniority men and women 
who have been laid off elsewhere, because they don’t want to bear the expense 
of breaking in new employees who will go back to their regular jobs just as soon 
as they are recalled? Isn’t “availability” a moot question in these cases? 

Sound administration of unlimited duration of unemployment compensation, as 
well as of existing State laws, requires that employers be encouraged to list all 
their job openings with the U.S. Employment Service. Federal or State legis- 
lation should provide that an employer may not protest a worker’s benefits be- 
cause of unavailability or failure to seek work, if that employer has not made 
a practice of listing job openings with the Employment Service. Of course, 
workers should not be forced to accept employment only through the Employment 
Service nor should employers be forced to hire only through the Employment 
Service. 

4. How should we determine who is entitled to unlimited duration of benefits? 

The answer to this question raises both practical and theoretical problems. 
The simplest answer is to say that “employable unemployed,” or all who have 
exhausted their rights under existing State systems and are otherwise eligible, 
should receive unlimited duration of benefits. The practical difficulty is that the 
definition and administration of the term “employable unemployed” is subject to 
debate. Using eligibility standards of existing State systems makes for a 
different standard for each State, and might result in some States making 
eligibility conditions much tougher for regular benefits so as to cut down the 
number entitled to unlimited benefits. 

We go back to the point that the easiest way really to determine who is an 
“employable unemployed” person is simply to offer him suitable work—if he 
takes and holds the job, the point is proven; if he refuses the job, he is not an 
“employable unemployed.” 

It may very well be that as a practical legislative necessity, your committee 
will want to include special eligibility requirements for duration of benefits 
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beyond 39 weeks. Work experience beyond that needed to get minimum benefits 
in some States might be an added eligibility condition. Perhaps the worker 
would need to show his willingness to take certain retraining programs during 
his period of prolonged unemployment both as a means of helping him get another 
job at suitable work, and as a demonstration of his interest in reemployment. 
We would like to point out that general experience in the few existing retraining 
programs, and studies for industrially displaced workers show that the problem 
is not that these workers would prefer compensation to retaining and jobs, but 
rather that there have not been enough retraining facilities. 

If a “triggering” factor is utilized (by which extended benefits are made 
available only after unemployment has been at a serious level for a long time), 
we urge that consideration also be given to prediction of the seriousness of 
future unemployment in a particular labor market area, rather than just a 
mechanical past history of severe unemployment. “Triggering” to provide in- 
creased duration of benefits is better than nothing. But if delayed too long, it is 
like the vaudeville fireman who tells the man whose house is on fire to call back 
in a half hour if the fire is still raging. Meantime a rainstorm or something may 
put it out. Or it is like the doctor who refuses to bother with treating a sore 
throat or the flu, advising the patient not to call again unless pneumonia sets in, 

We urge, if you adopt special eligibility requirements for extended duration, 
that they be reviewed periodically. We particularly hope that if such require- 
ments are found to be too strict—as we predict—you will then proceed to liber- 
alize them rather than to reduce the special penny-an-hour tax we recommend, 
Please, whatever you do, don’t follow the example of regular unemployment 
compensation where over the years the employers’ tax has been cut from about 
2.7 percent of payroll to 0.9 percent of actual payroll, thus weakening the 
program, instead of keeping the tax at the higher level and substantially im- 
proving the compensation system. 

Unemployment breeds unemployment, and quick positive action will do much to 
prevent an economic cold from becoming the double pneumonia of depression 
and stagnation. Please put as much emphasis on getting benefits to unemployed 
workers as are put in keeping benefits from unemployed workers under existing 
disqualification and eligibility provisions. 


5. How could such a system be administered? 


In several ways. The key to administration of the program is its simple 
purpose: To get benefits to workers who have exhausted their State benefits but 
are eligible for compensation, as determined by reasonable standards. 

One method would be to give such an individual a statement of certification 
from his State employment security office, to be filed with the post office or the 
nearest social security office for the processing of future checks. 

A more practical method would be to continue payments through State employ- 
ment security offices. The Federal Government could work out a contract with 
each State agency to pay the actual costs, as has been done in the past with 
regard to unemployment compensation for veterans and Federal employees. The 
long history of administering unemployment compensation, together with the 
recent successful administrative handling of temporary unemployment compensa- 
tion and dash loads of benefit claims, show there is on hand sufficient adminis- 
trative experience to carry out such a program. 


6. Would it not be better to make jobs for unemployed workers, instead of pro- 
viding unlimited unemployment compensation? 


Absolutely! Every employable worker should have a decent job at decent 
wages. The policy of the U.S. Government as established by Congress in the 
Full Employment Act of 1946 is just that. 

But we do not have full employment. What should the individual do while 
economists and politicians and various organiaztions are arguing about how to 
get the right balance between wages, prices, and profits so as to assure full 
employment? 

Under our present system, the individual worker and his family must subsidize 
the inability of our economy to provide full job opportunities. The mistakes of 
industry and government resulting in unemployment are subsidized by those who 
are least able to afford it, and who have the least control over the economy. 
Let us be specific. 

If a particular industry or business makes a poor guess as to market conditions, 
and must therefore lay off workers, who suffers most? When the governmental 
“hard money” policy slowed down economic expansion and caused unemployment, 
who suffered most? If administered prices result in layoffs, who suffers most: 
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Not the stockholders—they may even temporarily get bigger dividends through 
administered prices! The full brunt of the layoff—regardless of the cause—is 
porne by the workers who cannot find other jobs immediately. They will be 
lucky to draw unemployment compensation. If they are eligible for compensa- 
tion, they will be lucky if as much as one-third of their wage loss is covered by 
penefits. In other words, even while receiving compensation, they and their fami- 
lies are subsidizing to the extent of two-thirds of their regular wages, the 
inability of the economy to provide jobs. 

By all means let us make every effort to assure unemployed workers a chance 
to work. But there is nothing inconsistent in guaranteeing unemployment com- 
pensation while trying to create job opportunities. 

One reason the so-called merit rating system has not worked to prevent un- 
employment is that the amount and duration of benefits are too small to be of 
great concern to employers. There probably would be more effort to create job 
opportunities if employers and the public knew that unemployed workers could 
not be dumped on the economic scrap heap after 20, 26, 30, or 33 weeks of com- 
pensation, but that they would continue to be a cost of production until they are 
reemployed. 

No, compensation and creating jobs are not inconsistent—any more than fire 
inspectors and firefighters are inconsistent. A community with good fire inspec- 
tors usually has also a good fire department. The two work together—the one 
to prevent fires, the other to put them out, and then to work with the inspectors 
to prevent future fires. Just as preventive medicine goes hand in hand with 
good medical care; so, too, does good compensation for unemployed workers 
supplement and stimulate efforts toward full employment. 

The penny-an-hour fund would be sufficient not only for unlimited duration 
of benefits, but also for initiating an effective program of retraining workers 
permanently displaced from their regular jobs through automation, merger, 
technological changes, physical injury, age, or other factors. The U.S. Depart- 
ment of Labor should be authorized immediately to develop such a program, 
including providing moving expenses to those permanently laid-off workers who 
voluntarily decide to move to a place of greater job opportunity. Such a 
retraining program would not be a panacea for all the problems of unemploy- 
ment, but it could offer substantial reemployment opportunities in an economy 
that is generally increasing its total production. 


7. Shouldn’t we have more facts about unemployment? 


Yes. We suggest that immediate studies be made in time for the next session of 
Congress. A large body of information is already available, and we recommend 
that your committee, through the U.S. Department of Labor and other sources, 
compile data on the following questions : 

A. How many unemployed workers in covered employment in each State re- 
ceived and how many did not receive unemployment compensation for each week 
of unemployment ?—These figures should also show the reasons for which un- 
employed workers in covered employment did not receive compensation. Such 
an analysis would include: Number who exhausted benefits; number who were 
serving a waiting period of 1 week or more; number who were disqualified ; num- 
her who were ineligible for reasons other than exhaustion of benefits. This would 
prepare material for the next study: 

B,. Comparison of past and present costs with future costs of unemployment 
compensation.—(1) Cost of benefits for each additional week for those who ex- 
hausted their benefits but were otherwise eligible, using figures compiled in 
study “A”, and also using projections of unemployment survival tables. 

(2) Ratio of cost of unlimited benefits beyond 39 weeks to cost of benefits for 
the first 39 weeks. 

(3) Cost in cents per hour per employee, both before and after credit for Fed- 
— profits tax, for benefits up to 39 weeks and for benefits beyond 39 
weeks, 

(4) Cost to particular industries on particular items such as a ton of steel, a 
ure, an automobile, a television set, etc. 

(5) Determination if a 2.7 percent tax on actual payrolls would have provided 
Sufficient money for unlimited duration. 

(6) Past and projected future costs beyond 39 weeks in relation to unlimited 
duration costs from a fund based on employers paying a uniform penny-an-hour, 
orany simple, adequate alternative thereto. 

(7) Still another way to compute the added cost would be to relate it to rising 
productivity. It may be that average productivity increase for 10 weeks would 
produce enough added income to finance unlimited duration of benefits! 
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(8) Cost of unlimited duration compared to dollar value of gross national 
product and of the military budget. It may be found that the cost of unlimited 
duration beyond 39 weeks would be less than 1 percent of the gross national 
product and less than 5 percent of our domestic and foreign military budget! 

C. Estimates of kinds of changes likely to occur in America’s economy.—An 
unemployed worker is primarily concerned with the lack of a paycheck rather 
than with whether he is “technologically unemployed,” “automated out of a 
job,” or “industrially displaced.” However, it is important to realize that some 
characteristics of current unemployment are different from those of the depres- 
sion period. For example, due to changes in our dynamic technology, it is likely 
that we will continue to have a large and growing national production com- 
pared to the 1930’s and 1940’s, while at the same time we will continue to have 
substantially large pools of industrially displaced workers. Estimates of the 
extent of different types of unemployment will be helpful in planning for the 
future. In particularly, studies need to be made of workers permanently dis- 
placed from their regular jobs. 

D. Preparation of programs for retraining; expenses for voluntary move- 
ment.—In conjunction with study “C,” realistic pilot and long-range programs 
should be developed for voluntary retraining of industrially displaced workers 
for jobs for which there are reasonable employment opportunities. These 
programs should include study of industries and jobs which are expanding, 
and plans for voluntary movement to areas of greater job opportunities. 

E. Duration of benefits, extent of unemployment, and retraining systems in 
foreign countries.—The purpose of this study should be to find out which aspects 
of foreign programs are applicable to the United States. Emphasis should 
be on facts about unlimited duration of benefits and retraining, with comparison 
of our economic resources with resources of countries which have better dura- 
tion and retraining systems than does the United States. 

F. Specific effects of long-term unemployment.—Too little is known of the re- 
sults of long-term unemployment. Special depth studies should be made of 
workers who have been permanently displaced from their jobs and have not 
found similar work. Did they take substandard jobs? What happened to the 
people they replaced from substandard jobs? How were direct and indirect wel- 
fare costs affected? What effect did reduced incomes have on family pur- 
chases? What happened to family life? Did children quit school? What hap- 
pened to children’s behavior and achievement in school when the breadwinner 
was unemployed? 

Perfectly complete studies are not needed before legislation is introduced and 
adopted. The work already done by your committee plus the work that can be 
done before the next session of Congress will provide more than enough facts 
to move ahead into the program recommended. 


8. Is the risk too great to undertake such anew program? 


It is high time that we show we have as much imagination to cope with the 
problems of 1959 as the founders of unemployment compensation showed in the 
1930’s. We may expect the same opposition to unlimited duration in 1959 as 
was voiced in the 1930’s to the idea of “paying people for not working.” The 
novelty of the idea in no way indicates that it is wrong. The chief deficiencies 
in the field of unemployment compensation have been sins of omission rather 
than commission. There has been little criticism of innovation in unemploy- 
ment compensation programs for the simple reason that so few constructive im- 
provements have been made. 

Is the proposal of unlimited duration of benefits too risky? No. Risk is a mat- 
ter of relativity. Nobody can say what will happen in the economic future of 
America—except that there will be terrific changes. There is complete agree- 
ment that these changes should not result in unnecessary economic hardship on 
individuals, their families, and their communities. 

Economic changes of the past are insignificant in comparison with the revolu- 
tionary changes taking place now; substitution of atomic fuel for oil and 
electricity and coal, substitution of atomic power in automated plants for present 
manufacturing techniques, replacement of farmers with chemists in the pro- 
duction of fibers and food, replacement of white-colar workers with office ma- 
chines. An economy as productive as ours can afford to provide unlimited 
duration of unemployment compensation as well as retraining facilities and 
moving expenses to those that are permanently displaced. 
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America is on the threshold of tremendous economic opportunity. _ Leaders 
in government, labor, and management are well aware of the possibilities of an 
automated-atomic powered economy, as expressed in ‘the following quotations : 

“The atomic revolution has broken into the secrets of matter, unleashing a 
power which can either destroy us or help tofound a new world. ; 

“The modern industrial revolution—the revolution of automation—is already 
replacing human hands and brains with electronic machines in the productive 
process. Will this mean the end of poverty, the elimination of human drudgery, 
and the increase of leisure; or will it mean unemployment, business failure, and 
shattering economic dislocation?’—Governor G. Mennen Williams, inaugural 
address, January 1, 1957, Lansing, Mich. ; 

“These are exciting times in which to live. We are in the middle, or more 
likely in the beginning of a second industrial revolution. Insofar as technology 
is concerned, the road ahead is clear. With wisdom brought to bear upon all 
the problems of our society, this second industrial revolution will not stop until 
the standard of living of the entire world has been raised to undreamed of 
heights."—Dr. Lawrence R. Hafstad, vice president, General Motors and direc- 
tor, research staff, at dedication of General Motors technical center, May 16, 
1956, at Warren, Mich. 7 i : 

“In the spread of automation and the prospective largescale industrial use 
of atomic energy—and the possible practical utilization of solar energy, as well— 
we are faced with mighty forces whose impact on our economy can be vastly 
beneficial or vastly harmful, depending on whether we succeed or fail in achieving 
economic and social progress that will keep pace with changing technology.”— 
Walter P. Reuther, October 17, 1955, in testimony before subcommittee of 
Congress. 

A succinct warning has been added by Louis Levine, Chief Analyst in Employ- 
ment Security, U.S. Department of Labor: 

“The transformation we’re now seeing will make the industrial revolution 
of the 18th century look like a pink tea.” (From the Status Seekers, by Vance 
Packard, 1959, p. 17.) 

The transitions that the American economy is going through can bring ter- 
rible hardship to industrially displaced workers unless certain economic floors 
are established. The unlimited duration of unemployment compensation bene- 
fits and practical retraining program will do much to assure that there will be 
no unnecessary economic suffering during the periods of dramatic industrial 
change America is sure to have. 

Mr. Scuotte. Senators, I am going to make this just as brief as 
I possibly can, because I respect the fact that you fellows are listening 
to a lot of conversation here today. And my sole objective is to at- 
tempt to make at least a contribution in one direction in relation 
to the whole problem of unemployment. 

If you ultimately take the time to read what I have proposed in 
the lengthy doeument, you will find that condensed, it recommends 
adoption of Federal standards to assure 39 weeks of duration and 
other standards along the lines recommended in the legislation you 
supported in the last session of Congress; a supplementary program 
provided by Congressional action to cover benefits until reemployment 
for those who have exhausted their benefits under the Federal-State 
system, but who are otherwise eligible; a program of retraining, re- 
employment. and voluntary relocation for those who are industrially 
displaced from their particular jobs through automation, merger, 
technological changes, physical injury, age, or other factors, and of 
course implementing this with the necessary amounts of money to 
make studies of these programs, also detailed studies of the cost of 
the program for unlimited duration of benefits, and developing and 


financing programs for retraining, reemployment, and voluntary re- 
location of industrial displaced workers. 
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In the testimony which I have presented here you will note that I 
am calling for permanent unemployment insurance which will be 
looked upon by a great many people as being a brand new idea, but 
I wish to assure you that it is not. 

I have named other countries of the world in this testimony where 
this type of insurance already prevails. If you will thoroughly study 
the document you will find that we met every possible argument 
against it while simultaneously providing a sufficient amount of data 
which certainly justifies these suggestions. 

In our concluding statements we urgently suggest that a thorough 
study of this proposal be made, particularly in relation to the ulti- 
mate costs. 

Perhaps we are requesting data and material which will be some- 
what difficult to compile. We believe, however, that the resources 
of the Federal Government could be utilized to no better purposes 
than to get the necessary data togethet which could lay the ground- 
work for providing for an unemployment insurance plan not as a stop- 
gap measure, but as a program of insurance against unemployment 
which would meet the needs of every person in the country who is 
unemployed through no fault of hisown. Iam aware of the fact that 
this program will be attacked by many reactionaries as was the orig- 
inal Unemployment Compensation Act, along with our social security 
laws from 20-odd years ago, and this, like those proposals which pre- 
ceded it, after it has been in effect for 20 years will be boastfully 
pointed to by the very people who would oppose its enactment now. 

Unemployment insurance should apply to men and women who 
are unemployed through no fault of their own just so long as they are 
unable to acquire employment. 

Needless to say, there is hardly an unemployed worker in the coun- 
try who could not survive the first week of unemployment without a 
paycheck, but precisely the opposite is true for the overwhelming 
majority of families, who have to face the prospect of a 27th or a 28th 
week of unemployment after exhausting all of their resources. 

I might add here that it is even more tragic to expect the families of 
workers who have been out of work for 39 weeks, or 45 weeks, or for 
52, or even 100 weeks, after they have exhausted all of their unemploy- 
ment insurance, to be faced with a prospect of nothing more than end- 
less unemployment with no recourse whatever to jobs that are made 
available to them. 

It seems to me that this thing ought to somehow or other be reversed. 
I would gladly see the first week of unemployment insurance sacrificed 
to get a dozen or more weeks on the other end of the unemployment 
period. 

We sincerely believe that if the original tax imposed on employers 
of 2.7 percent of wage rates had been kept in effect, rather than de- 
creased throughout the years through the so-called merit rating 
system of taxation, we would have had more than ample funds to have 
justified liberalizing and extending unemployment insurance through- 
out the years. 

We think that the benefits could have been extended very substan- 
tially ina number of ways. We also believe that there could have been 
a restoration of the original intent of most of the State Acts to bring 
it up to the 6624 percent of the average weekly wage, which was the 
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desion of the overwhelming majority of the laws that originally were 
enacted through the country. 

We have many prime examples right here in the city of Detroit of 
men between the ages of 50 and 60 who have been out of work for 
5 to 8 years now. This is not through any fault of their own. Most 
of them were unable to get jobs as a result of their age. ; 

No effort has been made on the part of government to either retrain 
or relocate this great wealth of human resources which is not a total 
loss. 

In the meantime, as a result of the inadequacies of our laws, many 
thousands of these men have fallen from proud self-sufficient home- 
owners who provided for their families to welfare recipients who con- 
stantly writhe under the circumstances which victimized them and 
over which they have no control. 

These men and women are being provided for out of tax sources 
from the rest of the people in the community. Therefore, govern- 
ment is keeping them, by providing them with tax moneys from a 
source which the originators of our unemployment compensation laws 
have hoped could be averted. 

In suggesting permanent unemployment insurance, it is not intended 
that we continue paying people for not working for endless periods of 
time. Our motive is to get the jobs. And for this reason, we think 
that great emphasis should be placed on the need for rehabilitation, 
retraining, and relocation of all unemployed workers, particularly 
where circumstances and conditions indicate that nothing else will re- 
store them to an active productive life. 

The enactment of permanent unemployment insurance in our opin- 
ion could be one of the greatest stimuli to effectuating this whole 
program. 

I want. to conclude this, because I said I would make this very brief. 
I think that if we had permanent unemployment insurance, there 
would be a much greater interest on the part of the entire community 
as well as employers and everyone else in seeing to it that these people 
were restored to some sort of productive capacity in our society and 
provided jobs. Until this is done, and so long as the unemployed 
worker is left to shift for himself, and so long as he continues to be 
oly a problem for a community that can’t possibly cope with the 
situation—and, again, we have pointed this out in this testimony, and 
Tam being somewhat. repetitious of what is in here—but so long as 
we are content to tolerate a situation, for instance, that is so graphi- 
cally illustrated here in Detroit, where a community is requested to 
cope with a situation like that, that. is the result of a national economic 
situation, not that alone of Detroit, for the economy of the country 
has an effect on unemployment. as well as employment, there is no 
single local community or single State that is going to be able to 
cope with it. We think one of the greatest steps forward is alerting 
people to the need for the kind of program that ultimately is going 
to meet this question, full employment program, wherein there is re- 
location, retraining, and rehabilitation, making the people available 
for jobs that may be available in some other section of the country, 
ind insuring against the cost that is imposed upon the unemployed 
worker at the time that he is confronted with this kind of dilemma. 
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I think if we take these things into consideration and recognize 
what stimuli this adoption of a permanent unemployment insurance 
program could mean, we would not solve unemployment—and I am 
not saying that this would be a panacea that would solve the entire 
question—but I think it would go a long way toward alleviation of 
all of the suffering that results from unemployment through disloca- 
tion, plant movement, and automation, and the other factors that 
contribute so much toward unemployment. 

That is it. 

Chairman McCarruy. Thank you very much, Mr. Scholle. 

Senator McNamara? 

Senator McNamara. I don’t have any particular questions. I think 
that your complete text goes into a great deal of detail on many of 
the things that you have just touched upon. As you stated in your 
closing remarks, you feel that this is a national program and should 
be attacked from the national level rather than in a manner that many 
people suggest to cure the so-called pockets of unemployment. 

Mr. Scuouie. As a matter of fact, I might elaborate on this one 
point in connection with that. In my opinion, there is no community 
or no State that is ever going to be able to cope with this problem. 

Take, for instance, the situation that we have in Cadillac, Mich. 
A major plant closes down. Is there anybody silly enough to expect 
that the community of Cadillac is going to meet and cope with that 
situation and provide employment for these people? 

The answer is obviously “No.” 

In addition that that, I want to point out that we have made some 
rough estimates—and, of course, we don’t have the facilities of the 
Federal Government for research and for study of this problem—but 
we do believe on the basis of the facts that we have been able to gather 
today that 1 penny an hour or 8 cents a day could adequately provide 
all of the unemployment insurance finances that would be required 
to carry this program through and provide for a much more liberal 
benefit through the country. We also believe that if our data is in- 
correct, of course, we would like to see the Federal Government make 
a study of this and disprove it. We think that there could be sufficient 
funds as a result of 1 cent an hour to provide for the damages that 
accrue as a result of an individual who has his life-long savings in his 
home, for instance. 

Another example that we have—and I am sure, Pat, that you may 
be familiar with it—is in Iron Mountain, where the depreciation of a 
home there, as soon as the Iron Mountain plant, the Ford plant, was 
closed down, was just about 50 percent. In other words, the fellow 
had a home one day that was worth $20,000, and the next week it was 
worth $10,000. And sometimes it wasn’t even worth the money that 
he owed on it yet in the mortgage. But as to these kinds of losses as 
a result of people far removed from that community making a determi- 
nation to make a ghost community out of that town, that town can't 
do anything about it. And what we are saying is that there would be 
enough in this 1 cent, not only to provide these people with unemploy- 
ment insurance until such time as they were relocated and retrained, 
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but there also ought to be enough money in this fund to move these 
families to the new location, wherever a job is available to them. 

Let me add this, that I think it is a real sad situation that in the 
United States of America, with other countries through the world 
being able to lead, that we can’t, with all of our national resources, in 
some fashion provide the wherewithal to take care of these kinds of 
situations. 

Senator McNamara. Certainly that is a very challenging statement, 
and you can be sure that our staff will be looking into the possibility 
of this 1 cent an hour having the effect that you “indicate. 

Thank you, Mr. Chairman. 

Chairman McCartny. We appreciate your remarks. I note par- 
ticularly that you have discussed in detail the operation of the so-called 
merit rating situation, and you have some rather pertinent comments 
to make on “that approach to unemployment compensation. 

Mr. Scnotie. That is right. You see, this is a result of the original 
concept of providing the “wherewithal for unemployment. insurance 
on an adequate basis, which, if you recall, originally provided for two- 
thirds of the average weekly earnings of the individual. Now, this 
has been constantly pared down by leaving the original language in 
most of the acts as it has in Michigan, but simultaneously putting 
a dollar maximum amount receivable. In other words, today the 
language of the law in Michigan still provides for approximately two- 
thirds of the average weekly wage. But what they have done by legis- 
lation is put a maximum amount in dollars that can be achieved. As 
a result of this, under the merit rating system the taxes have con- 
stantly gone downward. I think the average last year, if my memory 
serves me correctly, for the year 1958 nationally, was nine-tenths of 
lcent. 

Apparently if we were able to—if we had not mitigated the form 
of taxes that originally were intended under the law to carry on an 
adequate and decent program, there wouldn’t have been this incentive 
of constantly having disqualifying clauses and putting the dollar 
maximum on some that we could reduce under the merit rating taxes 
paid by the employer. 

I will tell you this, that I know, without any further study, that with 
the figure that we have been able to come up with, if the 2.7 percent 
had been kept in effect and the merit rating system had not been ef- 
fectuated, we would have had more than enough money to take care 
ofall of the suggestions made, that I have made in this document, that 
I presented here to you. 

Chairman McCarruy. Thank you very much, Mr. Scholle. 

Mr. Scotter. You are entirely welcome. I am glad to have had 
the opportunity. 

Chairman McCarruy. If you wish to submit an additional state- 
ment at any time before we publish the report, I hope you will send 
it to Washington. 

The next witness is Mr. Charles Killingsworth, director, Industrial 
Relations Center, Michigan State University, East Lansing, Mich. 
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STATEMENT OF CHARLES KILLINGSWORTH, FORMER DIRECTOR 
OF INDUSTRIAL RELATIONS CENTER, MICHIGAN STATE UNI. 
VERSITY, EAST LANSING, MICH. 


Mr. Kituineswortu. Thank you, Mr. Chairman. 

May I make one correction in the list of speakers? I am not any 
longer director of the Labor Industrial Center of Michigan State, | 
am a professor of labor industrial relations there. 

Chairman McCartuy. All right, “former director.” 

Mr. Kirirneswortn. I might say before starting that I have a 
rather longer statement than the committee’s time permits me to read, 
I will summarize. 

Chairman McCartuy. Very good. Your statement will be printed 


in full in the record. a 
(The prepared statement of Mr. Killingsworth follows :) 


PREPARED STATEMENT OF CHARLES C. KILLINGSWORTH 


I should like to begin with a comment on the assignment of this committee, 
In the field of economics there is an unfortunate tendency to deal with the 
problems of the past decade in the mistaken belief that they are the important 
problems of the present and future. Thus, in the 1930's we gave a great deal 
of attention to what was then called technological unemployment, although 
that was primarily a problem of the 1920’s. In the 1940’s we studied and dis- 
cussed cyclical unemployment, which was the problem of the 1930’s. Now, in the 
fifties, we are greatly worried about inflation, which was a much more difficult 
and pressing problem in the forties than it is now. It is heartening to find 
this committee studying our most important economic problem today—unenm- 
ployment, especially structural unemployment. Far more human suffering and 
economic waste have resulted from unemployment in the past 5 years or so 
than from inflation. I congratulate this committee for facing the foremost 
problem of today—and perhaps the immediate future—rather than the problems 
of yesteryear. 


RELATIONSHIP BETWEEN AUTOMATION AND UNEMPLOYMENT 


The committee has expressed an interest in the relationship between auto- 
mation and unemployment. That is the subject to which I shall chiefly address 
myself here. I believe that automation is a technological development of 
greater significance. Automation, while yielding many benefits, has unquestion- 
ably contributed to structural unemployment in our economy. 

The application of automation concepts is still in its early stages, and the 
contribution of automation to our unemployment problem is likely to grow in 
the future. I do not go as far as Norbert Wiener, who has said that auto- 
mation will cause unemployment to an extent that will make the depression of 
the thirties seem a pleasant joke. But neither can I agree with the National 
Association of Manufacturers, which views automation as a “magic carpet” 
carrying us to “a golden tomorrow.” In my opinion, we would betray the 
greatest traditions of our society if we tried to stop or slow the advance of 
automation, but we will endanger those great traditions if we do not start now 
to fashion the weapons to combat structural unemployment. 

Let me outline briefly the content of this statement. To start with, I shall 
describe the context out of which automation has arisen, and some associated 
developments of importance. Next, I shall consider the nature of automation 
and what effects it has had and is likely to have on production techniques. 
Then I shall discuss its effects on employment and unemployment. Finally, I 
shall offer some general observations on structural unemployment. 

Today we are in the midst of a great flowering of scientific knowledge. Atomic 
energy and space exploration are but two of the more spectacular manifestations 
of the growth of scientific knowledge and our success in putting this knowledge 
to more or less practical use. Three aspects of this development are of impor- 
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tance to this committee. The first is the revolution in medical care, which is a 
major factor in the current worldwide population explosion. Never in recorded 
history have we prolonged life expectancy so rapidly, and never has total popu- 
lation increased so much in so short a time. World population is growing at 
the rate of 100,000 people per day. The population of the United States alone 
is increasing at the rate of 19 or 20 percent per decade. The growth of our 
population also means growth of our labor force (though, perhaps, at a lesser 
rate). By 1965, our labor force will be increasing at the rate of a million 
people a year. 

A second result of the growth of scientific knowledge is an agricultural revo- 
lution. Mechanization of farms plus the development of synthetic fertilizers 
and growth regulators have combined to double the output per man-hour in 
agriculture in the last 10 years. Nothing like that has ever occurred before 
in the history of agriculture. What the agricultural revolution means in terms 
of employment is that food and fibers for the whole country can be produced 
by fewer and fewer people. Employment opportunities in farming are de- 
clining rapidly, although the extent of the decline is concealed by an elaborate 
and costly system of unemployment compensation in the guise of agricultural 
subsidies. 

Even though the population and agricultural developments are spectacular, 
I believe that they are probably less significant than the development of auto- 
mation in nonagricultural industry. One of the difficulties of discussing this 
subject is that a great many different definitions of automation have been 
offered. Nearly every writer on the subject has his own definition. One reason 
for the multiplicity of definitions is that most of them refer to one limited 
aspect of what is actually one large, complex development. I prefer a rela- 
tively broad definition, which I have formulated as follows: automation is the 
mechanization of thought, sensory, and control processes. This broad defini- 
tion is also rather abstract. But I believe that it is one under which most 
or all of the more concrete definitions can be subsumed. Many other definitions 
describe specific aspects, or results, of automation instead of setting forth the 
underlying concept; for example, some authors speak of “integration of opera- 
tions, feedback controls, and computer technology” as the important aspects 
of automation. I prefer to focus on the basic idea rather than the applica- 
tions. The present-day applications may have limited scope, while the basic 
idea has profound implications. 

Automation today rests on a well-developed theoretical framework. Scien- 
tists have developed a new set of ideas about communication and control which 
has been named “cybernetics.” The basic principles of this new field of science 
have remarkably wide applicability. Furthermore, the means of applying the 
principles are already at hand. As Vannevar Bush has said, we now have 
“a host of versatile, cheap, reliable (automation) gadgets, and * * * men who 
understand fully all their queer ways. * * * It is no longer a question of 
whether (automatic devices) can be built, it is rather a question of whether 
they are worth building.” 

There has been some controversy over whether automation is anything new. 
There is an element of automation, or automatic control, in all types of mecha- 
nization. Somebody has argued that the first example of automation was the 
caveman’s club. But the presence of an element of automatic control in all 
tools and machines should not obscure the fact that there has been a substantial 
and rapid increase in this element in much recent mechanization. One of the 
distinguishing features of postwar technology has been the application of in- 
creasingly more sophisticated types of automatic control, based on our improved 
understanding of the underlying principles and the availability of new “hard- 
ware,” 

EARLIER KINDS OF MECHANIZATION 


The emphasis was different in earlier kinds of mechanization. Perhaps the 
host important characteristic of early mechanization was the substitution of 
inanimate energy for human and animal muscle power. Although there was, of 
course, some small degree of automatic control involved in machines like the 
steam engine, most of the control functions were performed by man. What 
evolved was a division of labor as between man and machine under which most 
of the energy and some of the control were provided by the machine, and most 
of the control and part of the energy by man. 


47557—60—pt. 324 
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INTERMEDIATE STAGES OF MECHANIZATION 


In what might be called the intermediate stages of mechanization, we began 
to get a much greater division of labor as between man and man as well as be- 
tween man and machine. The greatest development of specialization of men was 
the assembly line, where a man may perform an infinitesimal portion of the 
total task but devote his full time to it. In this situation the man is almost 
entirely controlled by the machine or the production system. He must adapt 
his own work speed, his own rhythms to the rhythms of the machine, the 
assembly line, or the work group. Man becomes almost an appendage to the 
production mechanism, but the machinery is not yet intelligent or versatile 
enough to work effectively without its human partner. In this stage of mechani- 
zation, human limitations—of strength, endurance, speed, perception—frequently 
impede realization of the full potential of the machinery. 


HIGHER STAGES OF MECHANIZATION 


In the higher stages of mechanization, which we have now entered, the 
contribution of man in the actual production process is undergoing a consider- 
able dilution. The control function, which has been the distinctive human 
function in the past, is now being handed over more and more to the machine. 
Innumerable examples could be cited. In Russia there is a ball-bearing factory 
where the raw stock in the form of metal bars is fed into machines at one end 
of the factory, and sealed, labeled, addressed cartons of finished product come 
out the other end of the factory. The stock is not touched by human hands 
during the entire process. The production employees simply monitor the 
machines. In modern oil refineries there is very little left for human beings 
to do; almost all of the production is controlled automatically, and the men 
are on hand largely to cope with emergencies and to meet the maintenance 
needs of the machinery. 

A highly significant development in the machine tool industry is something 
called numerical control. With this system, electronic computers are used to 
prepare detailed instructions for the machine tools on the basis of relatively 
simple engineering drawings or sketches; the instructions are recorded on 
magnetic tape or punched cards, and the tape or cards are used by a control 
unit to operate the machine tool. The human operator is completely dis- 
placed, except that he may be assigned to stand by to help the machine in 
case of unexpected difficulties (which occur rarely). 

The relegation of man to a standby or monitoring function makes it possible, 
in many situations, to reverse the historical trend toward greater division of 
labor and greater specialization. Some writers believe that integration of 
operations is one of the most important aspects of automation. This is an 
effect, rather than the essence of automation. Moreover, it is more accurate to 
speak of “reintegration” of operations. In the earliest stages of industrialization, 
there was complete integration of operations. One craftsman, like a shoemaker, 
normally carried out an entire industrial process, such as shoemaking, from 
raw material to finished product. The introduction of machinery more compli- 
eated than handtools resulted in the division of labor, both between one man 
and another and between men and machines, which I have already discussed. 
Automation, by giving the control function to the machine, renders the machine 
capable of carrying through an entire production process in the same manner 
as the archaic craftsman—but incredibly faster, more accurately, and with 
less waste and less maintenance cost. 

There are good reasons for thinking that we are only at the beginning of 
the age of automation. Numerical control of machine tools is just coming into 
use in commercial applications, but this device is potentially profitable in the 
great majority of metalworking operations, especially for job lot work. Elec- 
tronic computers are becoming increasingly versatile. One has been programed 
to compose original music. Another has been programed to play chess, which 
it does with considerable skill. Still another has been wired so that it learns 
from experience, which perhaps puts it a bit ahead of some human beings. 
Some of the advanced applications of automation techniques are found in the 
unbelievably intricate control devices which guide space vehicles. Parentheti- 
cally, I should like to comment that the recent space exploits of the Russians 
indicate that they are probably ahead of us on the frontiers of automation. 
Finally, it is significant that the costs of automation equipment (like computers) 
are constantly being reduced. 
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The rate of progress in technology is hard to measure on a current basis. 
Figures on output per man-hour give us some indication of the rate, but many 
economists prefer to look at 50-year trend lines rather than year-to-year com- 
parisons, Furthermore, even the output-per-man-hour figures have probably 
understated the true growth in productivity in the past half-dozen or so years. 
The reason for this is that the employment of scientific and technical personnel 
has increased quite rapidly, and the hours of these people are charged against 
current production even though most of them do not contribute to current 
production. Their hours really represent a form of long-term investment. We 
should see a perceptible rise in productivity increase figure over the next few 
years as the investment in the time of scientists and technicians begins to pay off. 


RELATIONSHIP BETWEEN AUTOMATON AND EMPLOY MENT 


Now I want to turn to the relationship between automation and employment. 
At the outset we are confronted with an apparent paradox. Most installations 
of automation equipment are laborsaving, and reductions of 25 to 95 percent 
in the labor requirements for particular operations are common. Yet, virtually 
all case studies of the employment effects of such installations report that no- 
body was discharged or laid off; the employees who became surplus on the 
operation involved were simply absorbed elsewhere in the company. What this 
means in most cases, as one writer has pointed out, is that the man who is 
displaced is the man who doesn’t get hired. Furthermore, it appears to be a 
growing practice in some industries to postpone permanent red™ctions in force 
until a business downturn comes along. For these and other reasons we cannot 
go out and lay our hands on many workers whose unemployment is clearly 
attributable to automation. This obviously does not mean that automation 
has not contributed to unemployment. We can form some impression of the 
dimensions of the problem by examining aggregate production and employment 
figures. 

Production workers in manufacturing industries have probably been most 
affected by automation. From 1948 to 1958, the Federal Reserve Board index 
of industrial production showed an increase of 35 percent. During the same 
period, factory production workers decreased from 12.7 million to 11.9 million— 
a decline of 6 percent, or 800,000. In some sectors of manufacturing where auto- 
mation has made rapid progress, the productivity increases were far above the 
average. Production in the chemical industry increased about 80 percent during 
the 1948-58 period, while production worker employment declined slightly. The 
number of production workers in transportation equipment remained about the 
same from 1948 to 1958, but production increased by 80 percent here also. 

Aggregate figures like the foregoing do not tell the whole story. For example, 
I just said that total production worker employment in transportation equipment 
remained about the same from 1948 to 1958. But employment in the automobile 
industry was declining substantially, even though the industry was turning out 
more and better cars. In Detroit alone, as Secretary Mitchell has reported to 
this committee, 130,000 jobs in the automobile industry disappeared during that 
period. Some of this decline in Detroit was due to decentralization, but a sub- 
stantial part of it was due to the spread of automation in the automobile industry. 
The production figures help to prove that. The reason that total employment 
of production workers in the transportation equipment field remained about the 
same from 1948 to 1958 was that the aircraft industry was growing rapidly at 
this time. This is the way that we get structural unemployment. While jobs 
were vanishing in Detroit, new jobs were appearing in California, the center of 
the aircraft industry. Possibly a few workers moved from Michigan to Cali- 
fornia. But for the great majority of those who had lost out in the automobile 
industry, such a move was not a realistic possibility. Many had lived in Detroit 
or Michigan all their lives and had deep roots here; many owned homes here: 
host of them undoubtedly hoped for a long time that they could find new jobs 
here. By now, those who have been unemployed for a long time simply do not 
have the money to finance a move two-thirds of the way across the continent. 
And if they were to make such a move, they could not be sure now of getting 
jobs in the aircraft industry. 

The plight of the displaced automobile workers in Detroit is merely one 
example of a much larger problem. As this committee knows, the U.S. Depart- 
ment of Labor lists Detroit as one of only 70 areas of “chronic labor surplus” 
throughout the country. Furthermore, the problem is steadily growing. After the 
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first postwar recession, we had an unemployment rate of about 3 percent of the 
labor force. After the second, unemployment stayed at 4 percent. Now we have 
more than 5 percent of our labor force unemployed (not counting the recent 
layoffs because of steel shortages) even though industrial production is higher 
than before the 1957-58 recession. The “chronic labor surplus” areas have less 
than 8 percent of the country’s labor force, but more than 14 percent of the 
unemployment. 
STRUCTURAL UNEMPLOYMENT 


Structural unemployment almost certainly will increase further in the years 
immediately ahead, in the absence of any effective program for preventing it, 
The increase in the rate of growth of the labor force and further declines in 
labor requirements in agriculture will constribute to the increase. If I am 
correct in believing that automation is a revolutionary new development in 
technology, its spread will almost certainly raise the rate of productivity im- 
provement in the next few years. This brings me to a fundamental point related 
to automation and other technological advances. Even a small but sustained 
increase in the rate of productivity improvement can considerably intensify 
the problems of adjustment. Our recent history provides a ready illustration. 

During the 1920’s, most authorities now agree, we had a considerably higher 
rate of productivity improvement than the average of the preceding decades. 
In the same period, despite general prosperity, we had unemployment that was 
persistently higher than the average of the prewar years. Today, automation 
is making its appearance in the company of an agricultural revolution and popu- 
lation explosion. Any one of the three alone would present us with problems; 
the combination may create unprecedented difficulties by accelerating the rate 
of change beyond anything in our past experience. Hence, it has become im- 
perative for us to give new attention to structural unemployment and measures 
to alleviate it. 

Structural unemployment is not a new phenomenon. In a dynamic economy, 
some industries will always be reducing their labor force while others are ex- 
panding. We could stop this process only by outlawing progress, which would 
be hard to do even if anybody thought it was desirable. Some economists and 
public figures have argued that structural unemployment is only a shortrun 
problem ; in the long run, all those who are displaced because of improved tech- 
nology or declining demand in one industry will be reabsorbed in other branches 
of the economy, it is argued; provided that we maintain a high level of economic 
activity. The definitive answer to that argument comes from the late J. M. 
Keynes, who said that in the long run we are all dead. There is, nevertheless, 
considerable validity to the reabsorption argument. The number of people work- 
ing on farms has declined both relatively and in absolute numbers in the past 
few decades. 

Many industries have disappeared and others have taken their places. So 
our labor market has demonstrated its ability in the past to redistribute the 
labor force. We must recognize, though, that the process has been a wasteful 
one. We have lost many billions of man-hours of work which might have con- 
tributed to a higher standard of living for all of us, and those who have had to 
endure extended unemployment have suffered hardship, loss of self-respect, and 
in many eases loss of skills and even the habit of work. Moreover, as this 
committee knows, the free economy distributes the burden of structural unem- 
ployment with cruel inequality. Older workers, Negroes, the inexperienced, 
the unskilled, and other disadvantaged groups bear a disproportionate share of 
the burden. Finally, a rising level of structural unemployment makes us increas- 
ingly vulnerable to downturns in the business cycle. When we start with a 
normal unemployment of 5 percent of our labor force, it is much harder to check 
downswings than if we were to start with unemployment of 1 percent, which is 
what is accepted as normal in Great Britain. Both because of the millions of 
human lives that are now blighted by structural unemployment and because of 
its growing danger to all of us, we must have something better than a mythical 
magic carpet to carry us over this formidable obstacle to a truly affluent society. 


CONTROL OF CYCLICAL UNEMPLOYMENT 


In the past three decades, we have made great progress in the control of 
cyclical unemployment. As recently as 1930, President Hoover was insisting 
that all unemployment was purely a local problem and that it would be wicked 
for the Federal Government to meddle with it. Today, virtually everyone ac- 
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cepts the “built-in stabilizers’—almost entirely Federal—which help to cushion 
downswings in the business cycle. And many people, probably a majority, expect 
the Federal Government to take additional steps to remedy unemployment 
when it rises substantially above the normal level in the Nation as a whole. But 
a great many people (I hope not a majority) appear to cling to the anachro- 
nistic belief that structural unemployment, to the extent that it is regarded 
as a problem at all, is a purely local concern. The truth of the matter is that 
such unemployment is almost always beyond the capacity of the local com- 
munity, State or region to cure. Its causes lie deep in the workings of our 
national economy. Furthermore, the community or State which is burdened 
with extraordinarily high unemployment usually lacks the financial resources 
for any meaningful program such as massive retraining, urban redevelopment, 
or the like. 

We do not know now what measures will prove to be most effective as 
remedies for structural unemployment. We have already seen that our present 
measures for maintaining a generally high level of demand for labor and for 
cushioning the effects of cyclical downturns do not and cannot solve the problem. 
General increases in demand resulting from Government spending, loosened 
credit policies and other aggregate measures can generate powerful inflationary 
forces in some sectors of the economy while having only a negligible effect on 
the chronic labor surplus areas. Unemployment compensation was never in- 
tended to protect against the long-term unemployment which is characteristic 
of the labor surplus areas. In my opinion, the area redevelopment bill which 
has been under consideration in Congress for some time now is likely to prove 
inadequate. 

But if we insist on an ideal program before doing anything at all, we will 
never get started. I believe that the area redevelopment bill represents at 
least a beginning. If we take this first step, it is likely that experience will help 
to guide us to the next steps. Passage of the bill would also constitute recogni- 
tion of the fact that structural unemployment is more than a series of unrelated 
local problems, that it is instead the product of a dynamic economy. In our 
increasingly intense economic competition with the Soviet Union, it would be 
foolhardy if not fatal to inhibit the adoption of more and more efficient means 
of production. But the potentialities of automation added to the other dynamic 
forces in our economy will force us, sooner or later, to check the vast and 
shameful waste of human resources which is structural unemployment. 


Mr. Kitt1neswortu. The committee has expressed an interest in 
the relationship between automation and unemployment. And that 
isthe subject that I will address myself to chiefly. 

I believe that automation is a technological development of great 
significance. While automation has yielded many benefits, and it 
also has unquestionably contributed to what the chairman of this 
committee has called structural unemployment, the application of 
automation concepts in our economy is still in the early stages, and the 
contribution of automation to the unemployment problem is likely to 
grow in the future. I wouldn’t go as far as the great scientist Norbert 
Wiener, who has said that automation will cause unemployment to 
an extent that will make the depression of the thirties seem a pleasant 
joke. But at the same time, I cannot agree with the National Associa- 
tion of Manufacturers, which views s automation as a “magic carpet” 

‘arrying us toa “golden tomorrow. 

In my opinion, we would bietres ay some of the greatest traditions of 
our society if we tried to stop or slow the advance of automation. 
But we will endanger those great traditions if we don’t start now to 
fashion the weapons to combat structural unemployment growing out 
of automation. 

I think that in order to understand fully the impact of automation, 
it is necessary to consider the context out of which it grows, and 
its sources, plus two other major developments in our economy which 
come from the same source, and also add to the impact of automation. 
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The basic source of all three of these factors that I want to mention 
is the great flowering of scientific knowledge that we have seen in this 
country in the last two decades, partly stimulated by the war. 

One result of that flowering of scientific knowledge has been a 
population explosion, in which the United States is participating 
along with the rest of the world. One of the major causes of this 
population explosion has been a revolution in medical care. In the 
United States what this means is that the rate of growth of our labor 
force is increasing steadily. Within 5 years we are likely to be adding 
at least 1 million new workers per year to our labor force. That is 
a net addition. 

A second aspect of this flowering of scientific knowledge has been an 
agricultural revolution. This agricultural revolution has meant a 
doubling in output per man-hour in agriculture in the last 10 years, 
We have never had anything like that in the entire history of agri- 
culture. 

Now, from the standpoint of this committee, the significance of that 
agricultural development is that agriculture is offering many fewer 
jobs. It is becoming necessary for our economy to shift thousands and 
thousands of workers out of agriculture into other sectors of the 
economy. 

Now, I turn to the main subject of my discussion, which is automa- 
tion. As I say, it is related to these other two facets, and in my 
opinion probably even more significant. 

Now, there is the difficulty of defining automation. It is a term 
that has been used in many different ways by various people. And I 
think that it is desirable to try to offer at least my own definition. The 
way that I formulate the definition is as follows: Automation is the 
mechanization of thought, sensory, and control processes. 

Now, that is a somewhat abstract definition. It is less concrete than 
a great many of the definitions that have been offered. But I think 
that it is essential to get at the essense of automation in order to 
understand its importance and its potential impact. 

Automation today rests on a well-developed theoretical framework. 
The scientists have come to call this set of ideas about communication 
and control cybernetics. The basic principles of this new field of 
science have remarkably wide applicability and in this sense, I might 
say automation is quite different from some of the major technological 
developments of the past century or century and a half, like the steam 
engine. The means of applying the principles of automation are also 
at hand. Vannevar Bush, one of the great scientists who has led in the 
development of this new field has said we now have— 

a host of versatile, cheap, reliable automation gadgets, and men who fully under- 
stand all their queer ways. It is no longer a question of whether automatic 
devices can be built, it is rather a question of whether they are worth building. 

And to this statement of Mr. Bush I would add that the growth of 
automation has brought about a reduction in costs which is making 
it more and more feasible economically to build these automatic devices. 

We have to consider, rather more briefly than I would like to, the 
effects of automation on production, I think, in order to get some idea 
of its potential impact on employment. Essentially what automa- 
tion does is to build into machinery the control functions which, up to 
now, have largely been performed by human beings. Now, in the 
earliest stages of mechanization, the chief result of substituting ma- 
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chinery for humans was te-substitéteinanimate energy for the human 
or animal energy that had been used up to this time, but still in most 
respects the control function was performed by human beings. But 
as machinery developed, as its speed was increased, as its capacities 
were increased, the human being became more and more of a limiting 
factor. The perception, the fatigue element, and so on, of human 
beings held back the machinery. 

Now, what automation does is to turn over the control function to 
the machine. It renders the machine capable of carrying through an 
entire production process with very little human assistance, and 
thereby makes it possible to increase productivity enormously in most 
applications. 

Now, I believe that it is reasonable to make the presumption that 
we are only at the beginning of the age of automation. When we 
consider what is being done on the frontiers of automation, we begin 
to see a tremendous potential opening up. 

Just take electronic computers as an example of the versatility and 
the widespread applicability of the idea of automation. One elec- 
tronic computer has been programed so that it can compose original 
music. Another one has been programed to play chess, and it can 
beat anybody except an outstanding expert. Still another computer 
has been wired so it is able to learn from experience, which perhaps 
puts it a little bit ahead of some human beings. 

Some of the most advanced applications of automation techniques 
are found in the highly intricate control devices that guide space 
vehicles. And, of course, that reminds us that the Soviet Union 1s in 
some respects actually ahead of us on the frontiers of automation. 

Now, these rather bizarre applications of computers and the idea 
of automatic control I have mentioned merely to illustrate the versa- 
tility and the widespread applicability of the basic ideas. 

Now, I would like to turn to the relationship between automation 
and employment. This is a picture which is rather confused, because 
we start with a paradox. As most everybody knows, most installa- 
tions of automation equipment are laborsaving to a remarkable de- 
gree. There have been reductions of 25 to 95 percent. in the labor 
requirements for particular operations. Yet, case studies that have 
been made of the employment effects of automation installations al- 
most always report that nobody was discharged or laid off as a result 
of the automation. The employees who become surplus on the opera- 
tions involved were simply absorbed elsewhere in the company. 

I might say—I oe a little of the testimony of the automobile 
companies—I think that in general employers have accepted a re- 
sponsibility to try to make the transition to automatic operation as 
painless as possible. But what they can do is obviously limited, be- 
‘ause, as somebody has pointed out, the man that is displaced in many 
of these situations is the man that doesn’t get hired. Furthermore, 
some of the reduction in force is merely postponed until a business 
downturn comes along. 

So we can’t—it is very difficult or impossible for us to go out and 
actually lay our hands on very many workers whose unemployment 
is obviously attributable to automation. But I don’t think that means 
that automation has not contributed to unemployment. I think that 
we can form some impression of the dimensions of the problem by 
looking at the aggregate production and employment figures. I have 
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been very brief about that, because this committee has had these figures 

resented to it many times. I will simply cite as an example the 
fact that from 1948 to 1958 there was a 35 percent rise in the index of 
industrial production. And during that same period factory produc- 
tion workers decreased by 6 percent, they declined from 12.7 million 
to 11.9 million. 

In some of the sectors of manufacturing where automation has 
made the most rapid progress, the productivity increases were far 
above the average, and the relationship here shows up a little more 
clearly. The chemical industry is one case of an industry that has 
made very great use of automation. The production in that industry 
during the 1948 to 1958 period increased about 80 percent, while the 
production worker employment went down slightly. 

There is an interesting comparison between the aircraft industry 
and the automobile industry. The automobile industry, of course, is 
one that is very well known for its use of automation devices. 

And shifting to a little different basis, from 1947 to 1957 the per- 
centage of the total normal work force that was employed by the auto- 
mobile industry declined from 134 to 114 percent. During that same 
period, the percentage of the total nonfarm work force that was em- 
ployed by aircraft nearly tripled, going from six-tenths of 1 percent to 
1.7 percent in 1957. In other words, the aircraft industry more than 
absorbed the reduction in employment in the total automobile in- 
dustry. 

Sears that is an interesting comparison, I think, because it helps to 
illustrate how structurally ceualenenes develops from the growth 
of automation and the associated technological factors. 

Of course, you have heard many times already, a great deal of 
Michigan’s unemployment problem and Detroit’s unemployment 
problem is due to the decline of jobs in the automobile industry despite 
very great increases in production in that industry. 

Now, while jobs were vanishing in Detroit and in Michigan, new 
jobs were appearing in California, in the aircraft industry. Possibly 
a few workers moved from Michigan to California. But the great 
majority of the workers who had lost out in the automobile industry 
could not regard this move from Michigan to California as a realistic 
possibility, for the reasons, all of the reasons that you have been re- 
minded of frequently. 

But now those who have been unemployed for a long time here in 
Michigan obviously don’t have the money to finance a move two-thirds 
of the way across the continent, and even if they made that move 
oe couldn’t be sure now that they would get jobs in the aircraft in- 

ustry. 

Structural unemployment due to such developments as these—and 
I reiterate, this is merely an example, as you know, from the reports 
that have been prepared for you—structural unemployment will cer- 
tainly increase further in the years immediately ahead, in the absence 
of any effective program for preventing it. Even a small but sustained 
increase in the rate of productivity improvement can considerably in- 
tensify the problems of adjusting to it, by which I mean the problem 
of shifting very large numbers of workers from one segment of the 
economy to another segment. 

Your recent history provides a ready illustration. During the 
1920’s, we had a considerably higher rate of productivity employ- 
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ment than the average of the preceding decade. In that same period, 
despite general prosperity, we had unemployment that was persist- 
ently higher than the average of the prewar years. 

Today automation is making its appearance in the company of an 
agricultural revolution and a population explosion. Any one of these 
three developments would present us with problems, and the com- 
bination may create unprecedented difficulties by accelerating the 
rate of change beyond anything in our past experience. 

So it has become imperative, I believe, for us to give new attention 
tostructural unemployment, and measures to alleviate it. 

I will just make a comment or two on this general problem of 
structural unemployment, and then I will be finished. 

In the past our labor market has demonstrated the ability to re- 
distribute the labor force. The horse and buggy disappeared, the 
automobile appeared and grew and we certainly expect some adjust- 
ment. But we must recognize that these adjustments of necessity 
take place slowly, and the process has been a wasteful one. We have 
lost many billions of man-hours of work which might have con- 
tributed to a higher standard of living for all of us. And those 
who have had to endure extended unemployment have suffered very 
great hardship, loss of respect, and in many cases loss of skills and 
even the habit of work. Moreover—I think this is a point of some im- 
portance—the free economy distributes the burden of structural unem- 
ployment with cruel inequality. Older workers, Negroes, the inex- 
perienced, the unskilled, and other disadvantaged groups bear a dis- 
proportionate share of the burden. 

Finally, a rising level of structural unemployment makes us in- 
creasingly vulnerable to downturns in the business cycle. 

Now, as to what we can do about it, that is really the subject 
of another paper, and you have had many other witnesses on that 
point. I will simply express my viewpoint, that structural unem- 
ployment is almost always beyond the capacity of the local community, 
the State, or the region to cure. Its cause lies deep in the workings 
of our national economy. 

Furthermore, the community or the State, as Gus Scholle pointed 
out, which is burdened with extraordinarily high unemployment usu- 
ally lacks the financial resources for any meaningful program such as 
massive retraining, urban redevelopment, or the like. 

I don’t think that any of the programs that have been proposed thus 
far, including the area redevelopment bill that is under consideration 
in Congress, give any real assurance of accomplishing the job that has 
tobe done. But I do feel that if we insist on an ideal program before 
we do anything at all, we will never get started. I believe the na- 
tional area redevelopment bill represents at least a beginning. And 
if we take this first step, then I think experience will help to guide us 
tothe next step. The passage of that bill would also ¢ onstitute recog- 
nition of the fact that structural unemployment is much more than a 
series of unrelated local problems, that it is instead the product of a 
dynamic economy. In our increasingly intense economic competition 
with the Soviet Union it would be foolhardy if not fatal to inhibit the 
adoption of more and more efficient means of production. But the 
potential amounts of automation, added to the other dynamic forces 
in our economy, will force us sooner or later to check the vast and 
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shameful waste of human resources which is structural unemploy- 
ment. 

Thank you. 

Chairman McCarruy. Thank you very much. 

Senator McNamara ?/ 

Senator McNamara. I don’t have any questions, Mr. Chairman. I 
think the statement speaks for itself. 

Chairman McCarruy. We certainly appreciate your appearing be- 
fore the committee and submitting your testimony. 

Mr. Kuuineswortu. Thank you, sir. 

Chairman McNamara. Mr. Paul Herbert, of the Michigan Depart- 
ment of Economic Development. 


STATEMENT OF PAUL A. HERBERT, CHIEF, RESEARCH DIVISION, 
MICHIGAN ECONOMIC DEVELOPMENT DEPARTMENT 


Chairman McCarruy. You may proceed, sir. 

Mr. Herserr. Gentlemen, one of our Upper Peninsula representa- 
tives appeared at your Marquette meeting, and he presented data 
covering not only the Upper Peninsula, but also other parts of the 
State, including the Detroit area. So Iam submitting to you for your 
staff’s study a brief statement on the department’s work, and a few 
additional tables that may be of value to them. 

(The statement and the tables referred to follow :) 


PREPARED STATEMENT OF PAuL A. HERBERT 


Mr. Aarne Ervast, Upper Peninsula representative of the Michigan Depart- 
ment of Economic Development presented to your committee at your Marquette 
meeting on November 10 data compiled by this department covering not only the 
Upper Peninsula but for comparative purposes data for Michigan as a whole and 
for other regions of the State. 

Submitted herewith are some additional tables that may be of value to your 
staff and the committee. One series shows the trend since 1947 to 1957 in value 
added by manufacture, broken down by the two digit standard industrial code 
for the United States, the East North Central States, and for Michigan. 

It shows, as might be expected that with the rapid development in some other 
regions, that the percentage change has been greater for the country as a whole 
than in the East North Central States except in the petroleum and coal products 
eategory. Michigan, however, has exceeded the national average percentage 
increase in value added and then, of course, also exceeded the East North Central 
States as a group, in the total of all manufacturing industry—99 percent increase 
between 1947 and 1957 as compared with 95 percent for the Nation. This was 
caused by higher percentage increases in the following two digit categories 
apparel and related products, furniture and fixtures, printing and publishing 
and in instruments and related products. 

These percentage increases must be considered in the light of the base figure 
on which they were computed. For example, Michigan’s value added in manu- 
facturing increased most rapidly percentagewise in instruments and related 
industries; 264 percent as compared with the national increase of only 139 
percent. However, dollarwise the increase was only $52,844, whereas in the 
transportation equipment category Michigan had an increase in percentage less 
than the national average (115 percent to 139 percent), the actual dollar value 
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increase in Michigan was $3,097,281. So while the percentage figures present 
a hopeful trend in greater diversification, the growth in the instrument and 
related products industry in Michigan, is still insignificant as compared with 
Michigan’s growth in the transportation equipment as measured by value added. 

The two other tables are based on the number of manufacturing employees 
and on value added. They present data for the United States, the East North 
Central States, and for the 14 leading industrial States and cover the period 
from 1954 through 1957. 

Note that for the entire period, 1954 through 1957, all States listed, the United 
States and this region show an increase in the number of employees. However, 
only Texas and Missouri had an increase in 1957 over 1956. Michigan’s increase 
for the period from 1954 to 1957 was only 1.4 percent or 14,682 workers, the 
lowest percentage increase, and lower in actual additional workers employed 
in manufacturing than the numerical increase in the other 14 States listed with 
the exception of Connecticut and Massachusetts. Nevertheless, Michigan, with 
a total of 1,071,246, still in 1957 ranked sixth among the States in the number of 
manufacturing employees, being surpassed, in order of numbers, by New York, 
Pennsylvania, Ohio, Illinois, and California. 

On the bases of value added, Michigan also ranked sixth with the same States 
ahead of it in the same order. While the difference for Michigan between 1954 
and 1957 in value added was $1,634,000, or 19 percent, only New York and Massa- 
chusetts of the industrial States had a smaller difference on a percentage basis. 
Still based on the increase in dollar value, Michigin was only surpassed by four 
of the States in the country; California, Pennsylvania, Illinois, and Ohio. 

You already have heard, and I am sure you will hear more testimony, in 
reference to Michigan’s present and fiuctuating unemployment and the causes 
thereof. I will not, in the short time remaining to me dwell on this phase of 
the subject except to state that the staff of the Michigan Economic Development 
Department and the commission that establishes the policies and the program 
followed by the staff, all are vitaily interested in doing all within the legal 
authority to increase industrial employment in Michigan. 

The department carries on all the usual efforts of State promotional agencies 
to encourage industries to expand in Michigan. In addition, through the re- 
search division we are doing everything within our own means and of the many 
cooperating public and private groups to encourage research to ascertain what 
should be done to improve Michigan’s competitive position as a location for 
industry. 

Obviously, it would be of great value in the search for more employment to 
forecast future industrial development. Such knowledge would permit the 
staff to concentrate its efforts on growth industries that would succeed in 
Michigan with greatest promise of future growth. 

As present economic forecasts depend largely on the present and on past 
trends, they are not of much value as an industry location factor. Several years 
ago the department received a private grant to look into the problem of indus- 
trial forecasting. Dr. Wilbur Thompson prepared a detailed outline for such 
astudy. It is estimated to complete the research suggested would cost close 
to $500,000. 

Such a sum has not been available, but with the balance of the above-mentioned 
grant, one pilot study was completed. It is entitled “An Econometric Model 
of Postwar State Industrial Development” and was published this year by the 
Wayne University Press of Detroit. 

The Michigan Economic Development Commission has not singled out any 
one means of increasing Michigan’s industrial development; rather it believes 
that industrial growth must be promoted by every known means at our disposal. 

However, I will outline briefly some personal opinions. 
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TABLE XXVI.—Manufacturing trends in leading industrial States by all 
manufacturing employees 





Number Numerical| Numerical 
Nation-|___ a i change | change 
al rank percent percent 
1957 N 1956 1955 change change 
1956-57 1854-57 


United States, total.|........] 17,104,655 | 17,177,301 | 16,818,516 | 16,125,550 | —72,646 | 979, 105 
East North Cen- oon | i 
tral, total 4,828,911 | 4,804,254 | 4,886,169 | 4,604,516 | —69,343 | 220, 395 
Michigan 5| 1,071,246 | 1,087,478 | 1,165,280 | 1, 056, 564 | —16, 282 14, 682 
Illinois. 1, 308,679 | 1,325,363 | 1,276,473 | 1, 224, 634 16,084 | Ms 





jadiane. ...----.+.. § 611, 933 619, 402 631, 229 587, 782 


Ohio. 1,358,203 | 1,379,803 | 1,349,222 | 1,296,319 | —21, 600 
Wisconsin 474, 760 482, 118 463, 965 439, 215 | -7, i | 
New York 2, 065, 377 2, 078, 312 2, 039, 835 2, 008, 072 —12, 935 | 
Pennsylvania 1,551,584 | 1,566,957 | 1,511,289} 1,472,605 | —15, 373 
California 5 1, 252, 508 1, 195, 205 1, 129, 332 1, 052, 785 87, 308 
New Jersey 7 839, 666 849, 100 824, 153 810, 525 —9, in 
Massachusetts... -- 698, 754 714, 236 699, 608 686,997 | —15, 482 7 
North Carolina... 469, 095 473, 146 462, 881 434,934 | —4, 051 34, tt 
Connecticut 432, 910 433, 744 418, 451 420, 034 ~ 834 12, a6 
480, 363 461, 990 439, 694 419, 218 18, 373 61, 145 
400, 153 393, 887 385, 942 382, 430 6, in 17 i 
0 .0 





























Source: 1957 Annual Survey of Manufactures. 
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TaBLeE XXVII.—Manufacturing trends in leading industrial States by value 
added by manufacture (unadjusted) 


[Dollars in thousands] 





Number | Number 
change change 
1954 percent percent 
change change 
1956-57 1954-57 


United States, total-| $144, 518. 305 |$139, 613, 185 |$131, 598, 397 |$116, 912, 526 | 4, 905, = 27, 605, 779 
i 23.7 





East North 
Central, total_-.-._ 44, 768, 632 43, 578, 925 42, 211,170 36, 500, 510 | 1, 189, ig! 


10, 341,202 | 10,066,544 | 10, 690, 504 8, 707, 194 274, 658 
12,154,017 | 11,694,472 | 10, 760, 343 9, 668, 752 459, 545 

5, 783, 502 5, 497, 613 5, 377, 444 4, 625, 477 30 
12, 439,287 | 12,371,767 | 11,730,144 | 10, 165,111 
yen os oS. 4, 050, 624 3, 948, 529 3, 652, 743 3, 333, 976 
New York 16, 092,459 | 15,562,103 | 14,731,685 | 14, 140, 524 
Pennsylvania-.---- 12, 561, 051 12,017,616 | 11, 089, 719 9, 930, 486 
California 11, 629, 542 | 10, 755, 357 9, 608, 126 8, 597, 453 
New Jersey 7, 533, 523 7, 392, 437 6, 872, 479 6, 331, 178 
Massachusetts. - --- 4, 997, 425 4, 883, 850 4, 585, 681 4, 356, 462 
North Carolina - --- 2, 893, 570 2, 742, 27 2, 564, 134 2, 210, 463 
3, 494, 021 3, 377, 998 3, 061, 841 2, 877, 486 
4, 768, 477 4, 536, 757 4, 155, 701 3, 501, 706 
3, 296, 475 3, 135, 377 3, 021, 034 2, 727, 266 


























Source: 1957 Annual Survey of Manufactures. 


Mr. Herserr. Now, the Economic Development Commission has 
not set forth any specific policy in reference to measures that the 
Commission supports. It takes the attitude that we should attempt 
to use every means within our power to carry on the work of indus- 
trial development within our means. So the few opinions I have 
here are my personal ones, rather than that of the Commission. 

I am somewhat embarrassed to state that even though I am a good 
Republican, I was inclined to agree with a great deal of the testimony 
that was given this morning from the other side of the fence. 

I would submit that the basic problem is reducing unemployment 
to increase the purchasing power of the median person in the United 
States ranked by purchasing power. Now, you will note, I did not 
say the average, I said the median person. 

‘T would also submit to you as a Federal group that any remedies 
that are employed should benefit all parts of the country, and should 
not be at the disadvantage of any one part. 

Now, I would indicate that once in a while that seems to happen. 
For example, only the other day in the Wall Street Journal there 
appeared a statement that a city along the Mississippi River had pur- 
chased 6-odd thousand acres of rich agricultural food lands that are 
subject to flood periodically but are still available for agriculture, 
purchased this land for an industrial park, that is, an area zoned for 
industrial use. 
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Second, the Army Engineer Corps, my former colleagues, have al- 
ready agreed to spend $20 million building a flood wall around this 
area, even though there is no industry on it yet. 

I submit, gentlemen, that this is wrong from two viewpoints. One, 
that our planners for 25-odd years have cried from the house tops 
that the proper use of flood plain land is not for industrial use. In 
the future we will need our rich agricultural land, and that land will 
be lost forever. 

Secondly, of course, some of Michigan’s money is going to build 
those levies to protect this industrial park, and 1t puts Detroit and 
Michigan at a greater disadvantage as a result hemal 

Now, I think that any unemployment subsidy that must be made at 
this time—and I again reluctantly agree that it is necessary—it is a 
temporary measure, but it should, of course, be for the public good. 
And you have heard a great deal about urban renewal, and I would 
agree to list that as No. 1 priority. 

Second, I would suggest the planwise extension—and I emphasize 
the word “planwise”—planwise extension of urban public services 
to the adjacent areas that will soon be densely populated. 

Third, throughout the State and Nation, the improvement of roads, 
waterways, rail and air facilities. 

And last—and I list it last—activities to conserve the natural 
resources. 

Now, as to such subsidies as are to assist urban communities, I again 
submit that the Federal Government should participate, let us say, 
to the extent of 25 percent, the State 25, and the local communities, 
city and town or county, 50 percent. 

Now, I would agree that some standard should be set up so that if it 
is impossible for the local communities to do so, the Federal Govern- 
ment would have to increase its subsidy. 

I would suggest that for improvements of a Statewide nature in 
transportation, outside of urban areas, that it might be divided by 50 
percent; 50 percent for the Federal Government, and 50 percent by 
the State. 

Now, whether it can be certified that if for any reason single un- 
employed men cannot be given employment in any of these other cate- 
gories, they could be employed on conservation projects. Here it 
would seem that the Federal Government might be expected to supply 
75 percent of the cost, and the State 25. These are much longer term 
projects, and the benefit accruing is to future generations, and to the 
Nation as a whole. 

Now, specifically on long-range corrections for our unemployment 
situation, I would suggest the counseling of small manufacturers. In 
this State alone you have approximately 300 State and Federal em- 
ployees counseling the farmers. It would seem to me that the small 
manufacturer could stand considerable counseling. 

I would also suggest consideration of some type of an inventors’ 
development fund. One of the ways to increase employment is to 
produce and invent new products. And that is an expensive propo- 
sition for the individual man, if not for the corporation. Here I 
would suggest a 50 percent subsidy from the Federal Government, 
and 50 percent from other sources. I would also suggest that there 
be some educational effort along the lines of labor and industry leader- 
ship. I am not going into the why of that. Those of you who have 

475537 —60—pt. 3——25 
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had occasion to meet with labor and with industry leaders realize the 
need of an understanding of each other’s problems that does not exist 
today. Here again, I suggest a 50 percent Federal subsidy, and 50 
percent from other sources. 

The retraining of labor was mentioned. This is a necessity, but I 
would not suggest it as a shotgun proposition. I would suggest that 
we set up the educational facilities to do this on a standby basis, and 
then as soon as our economists and others come forth with the infor- 
mation that there will be a shortage along some particular line, we 
immediately go into the training of those persons. It is rather cruel 
sometimes to get folks to go back to school with the hope that they 
will find employment as a result of that schooling and then do not 
obtain it. 

Here again I would suggest that the Federal Government spend 
25 percent, the local community 50 percent, and the State 25 percent. 

I would also suggest that the Small Business Administration be 
authorized to broaden its activities to supply risk capital and even 
ae capital to industry, to people who are trying to start 
industry. 

N oaks a research worker, I naturally have to end by suggesting 
to you that we need to know a great deal more. Even after listening 
to the various testimony so far today on automation, I am still not 
sure whether the automobile industry has fewer employees as a result 
of automation. 

Certainly we should have industrial research. We again have about 
200 State and Federal employees in this State carrying on research in 
agriculture. And obviously, on the basis of the present surpluses, 
that doesn’t seem quite as important as research to help particularly 
the small businessman, the small industrialist, the small manufacturer, 
in solving his problems. 

We need research on so many angles, I would just call one to your 
attention. How far should we go in consumer credit? How far 
should we go in suggesting that the disposable income be put into plant 
expansion ? 

he problem today apparently in most cases is not the lack of pro- 
duction facilities, but effective demand. And by that I mean in pur- 
chasing power. 

For example, in 1929, as compared to 1958, the disposable income 
increased about—it was four times as high in 1958 as in 1929. 

Consumer credit over that period expanded seven times; savings 
six times. But employment doubled, even though the population 
only increased one-half. 

I think research would be necessary to show whether there is any 
need here to study this problem further. 

Now, in reference to conservation, I would have to say that the testi- 
mony this morning that Michigan had depleted its resources and 
needed a strong program of reforestation is probably a little strong. 
There is no need in this State for a large-scale program of reforesta- 
tion. Nature has taken care of the situation. As a matter of fact, 
any reforestation now undertaken would supply timber 50 or 100 
years from now, and we are not sure we will need it at that time. But 
nature has grown a different type of timber. And a surplus of that 
timber is available in the State of Michigan. 
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The lamprey unquestionably had some effect on the fishing, com- 
mercial fishing, in the Great Lakes. But the fishing production went 
down, even before the lamprey appeared, as a result of overharvest- 
ing. So we can’t blame it entirely on the lamprey. 

I am sure that we have to carry on more research to try to avoid 
waste. Physical waste is the least of it, too. The waste of human 
resources is the greatest danger we face in this country. 

This might be called featherbedding, not only in the unions, but in 
the management, and last but not least, in agriculture and in public 
service. 

You have a real problem ahead of you to find the solutions. I am 
sure that to get immediate results you must have a subsidy to reduce 
unemployment that is chronic. 

Chairman McCartruy. Thank you, Mr. Herbert, for your practical 
testimony. 

Senator McNamara ? 

Senator McNamara. I don’t think I have any questions, Mr. Chair- 
man. 

Chairman McCartruy. We will give careful consideration to your 
recommendations, sir. Thank you. 


STATEMENT OF COMMISSIONER LOUIS ROSENZWEIG, MICHIGAN 
FAIR LABOR EMPLOYMENT PRACTICES COMMISSION; ACCOM- 
PANIED BY ED HODGES, CHIEF, CONCILIATION DIVISION; AND 
FRANCES COUSINS, RESEARCH ANALYST 


Chairman McCarruy. Mr. Rosenzweig, you may proceed. 

Mr. Rosenzweic. While the fair employment practices commission 
is concerned with employment discrimination due to race, religion, 
and nationality—the areas of its jurisdiction—it is well known that 
the largest disadvantaged group in Michigan is the Negro and it is 
the Negro against whom discrimination in employment is practiced 
to the greatest extent. Therefore, it is to the unemployment concerns 
of this group that I address myself. 

At this point it becomes necessary to cite a few statistics. And 
— statistics are boring, those are the things that we have to deal 
with. 

A study has just been concluded, conducted by Dr. Harold Sheppard 
and Dr. Louis Ferman of Wayne State University and Mr. Seymour 
Faber of the University of Michigan, under the sponsorship of the 
Wayne State University of Michigan Institute of Labor and Indus- 
trial Relations. This is known as the Packard study, and it is soon 
to be published by the institute. This study is based on interviews 
with a sample of workers from the Packard Co. after their shutdown. 
The interviews were conducted in 1957 and 1958, and attempted to 
answer a number of questions, including: 

Is there a difference in total length of employment between the skilled and 
unskilled Negroes and whites, or between the relatively young and the older 
workers? 

This study shows that in 1957, 78 percent of the Negroes were un- 
employed for longer than 6 months; 48 percent of the white persons 
were unemployed for longer than 6 months. The jobs obtained by 
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the Negroes were of shorter duration; and of those who obtained 
jobs, 65 percent of the whites are still working as compared with 
52 percent of the Negroes. 

The study also went into reemployment in 1957 and 1958 by race. 

In the type of industry, the Big Three automobile companies em- 
ployed 27 percent of white people and 23 percent Negroes. 

Other manufacturing concerns employed 34 percent white, 23 per- 
cent Negroes. 

Service type jobs, 18 percent white, 30 percent Negroes. 

No new jobs at all, 20 percent white, 23 percent Negro. 

And it is felt that the employment of Packard workers by the Big 
Three correlated more with skill than race. The other manufacturing 
concerns and service concerns do not reveal this at all. Among the 
ee jobs are included janitors, handy men, carwashers, and 
so forth. 

Because of the limited number of Negroes in the over $2.25 an hour 
category, a comparison was made between Negroes and whites in the 
$2.01 to $2.50 wage range. Within this group white workers had 
an average total length of employment of 8.4 months compared with 
9.7 months for Negroes in 1957. In 1958 the average for whites was 
11.3 months, the average for Negroes was 12.9 months. The disparity 
in these figures is caused by the fact that Negroes would accept jobs 
at lower wages in order to cL reemployed at lesser skills, whereas the 
white worker generally would refuse to lower his dignity to obtain 
other jobs of lower pay or lower dignity. 

Now, how do these figures concern the Michigan Fair Employment 
Practices Commission ? 

Strangely enough, the statistics of this Commission’s claims experi- 
ence do not clearly reflect the correlation between the total unem- 
(ployment picture and the Negro as an unemployed worker. In 
times of peak employment, race discrimination in Michigan is a 
problem of vast proportions. To date 936 claims have been filed with 
the commission; 94 percent of these claims have alleged racial dis- 
crimination. With few exceptions, the claimants have been Negroes. 

In 1956, the Commission’s first full year of operation, 183 claims 
were filed. In 1957, 262 claims were filed. In 1958, 232 claims were 
filed. In 1959, to date, 259 claims have been filed. Throughout the 
Commission’s 4+ years of operation over 90 percent of the claims have 
been filed by Negroes alleging racial discrimination. This percentage 
has remained fairly constant despite the fluctuations in employment 
during the past 4 years; and throughout the Commission’s 4 years 
of operation, over 90 percent of the claims have been filed by Negroes 
alleging discrimination. Approximately 50 percent of those claims 
have been for refusal to hire, and about 25 percent have been because 
of firing. This is not to say, however, that there are not other indicia 
of the old bromide, “The last to be hired and the first to be fired.” 
In visits to plants in metropolitan areas where hiring is going on, one 
cannot help but notice the disproportionate number of Negro appli- 
canis waiting at the plant gates. The same picture is found at the 
State employment offices where workers are seeking job referrals and 
applying for unemployment benefits. It is readily apparent that 
Negroes are out of work in disproportion to the Negro population. 

The question then arises, “If total employment has a direct. bear- 
ing on Negroes greater than is found with white workers, why is this 











UNEMPLOYMENT PROBLEMS 1165 










not reflected dramatically in cor 
ment Practices Commission ?” 
count for this apparent gap: 

1. In periods of high employment when only a minimal amount 
of hiring is being done the Negro worker who is not hired is more apt 
to caatiate his lack of hire to normal personnel rejection rather 
than racial reasons since he observes that some white applicants are also 
rejected. However, during periods when considerable hiring is in 
evidence and the unemployed Negro observes that only Negroes are 
being rejected, he is more likely to attribute his rejection to race al- 
though he may have been discriminated against in both instances, 
the only difference being that in the latter situation the discrimina- 
tion is glaring and much more obvious. 

2. Where factory and other production jobs are concerned and there 
are union contracts, many Negroes have, by this time, obtained suffi- 
cient job seniority and are protected by contract provisions. However, 
in companies which have utilized Negroes only during the past few 
years and which companies had previously discriminated against 
Negroes, in times of layoff the Negroes would naturally be among 
the first laid off since they would have the least seniority. Instances 
of this nature have been observed in the commission’s claims 
experience. 

3. Referral agencies; i.e., public and private employment agencies 
and unions, are a primary source of recruiting for many employers. 
To the degree that referral agencies discriminate against Negroes in 
referral practices Negros are directly affected in the total unemploy- 
ment picture. There have been a number of claims filed with the 
commission which have demonstrated that referrals were made on a 
discriminatory basis by unions and employment agencies. Had these 
recruiting sources referred on the basis of qualifications and in a non- 
discriminatory manner, Negro unemployment would have been re- 
duced to the extent of such referrals. 

4, There are certain broad areas of employment where Negroes are 
not utilized by some companies and only token use is made by other 
employers. ‘These areas include clerical work, retail sales, outside 
salesmen, service occupations such as waiters, waitresses, and related 
dassifications, over-the-road truckdriving, insurance and banking 
positions, and a variety of other jobs ranging from unskilled work 
through semiskilled, skilled, and technical classifications. Many em- 
ayers across the State utilizing such workers are known to the 
\egro community to exclude Negroes from their work forces. For 
this reason qualified Negroes often will not apply to these employers 
and thus do not complain to the commission about having been dis- 
trminated against since the employers are not given the opportunity 
todiscriminate. 

_ As can be seen from the above-mentioned points, there are countless 
stances of discrimination taking place which are never brought to 
the attention of the fair employment practices commission. However, 
in recent claims which have been filed during the present high level of 
tinmployment, it is patently clear that unemployment has made the 
problem of discrimination even more acute. Investigation of one 
“ries of claims has disclosed that qualified Negroes were rejected by 
’company which had employed Negroes for years. The rejection of 


naieints filed with the Fair Employ- 
There are several] reasons which ac- 
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the claimants was not a matter of company policy, but rather the action 
of a single company employee who is a key figure in the hiring process, 
In another recent series of claims in the eastern section of the State, 
a company hiring some several hundred new employees hired but 2 






























Negroes, both being wives of two of the company’s 7 Negro employees, ‘ 
out of a total work force of over 1,700. Investigation disclosed that a 
the claimants met the job standards of the employer when they were y 
rejected. These claims were resolved when the employer hired the al 
the claimants as the result of a conciliation conference. There is J Y 
strong evidence to indicate that the company and its recruiting source J & 
were conditioned against the utilization of Negroes by elements in the § @ 
community. Fortunately the employer, through the efforts of the J 
commission, has now adopted a policy of nondiscrimination and has § ° 
taken affirmative steps to implement the policy. In the area of white- 13 
collar employment there is no question but that discrimination in- J th 
creases with unemployment. To combat discrimination in employment § W! 
the following program is recommended : the 
1. Cooperative efforts between all segments of the employment field; § 0 
that is, employers, employment agencies, labor organizations, schools, § 'g 
and other training facilities. anc 
2. Increased public knowledge, awareness, and concern over dis- h 
crimination in employment by a continuous dissemination of in- § The 
formation through the press, radio, TV, and other media, C 
3. Cooperation between such Federal, State, local, and private @ get 
agenices as are concerned with problems of intergroup relations. com 
4. Special efforts on the part of the employers of Michigan to jointly M 
and individually work with the fair employment practices commission  C! 
in the area of education and voluntary compliance with the law. In Wi 
5. An increased awareness on the part of disadvantaged groups and & evid 
individuals as to their rights under the law and the need to utilize to de 
the services of the Commission when they believe themselves to have # men 
been discriminated against. the ¢ 
Chairman McCarruy. Thank you very much, Mr. Rosenzweig. ance 
Senator McNamara? indic: 
Senator McNamara. Well, I think the statement is very complete, or the 
and I have but one question. Would it throw an undue burden uponff given 
your commission if the legislature passed a law prohibiting discrimina-j Mr, 
tion because of age? gories 
Mr. Rosenzweic. Yes. has al 
Senator McNamara. You think that it would be too much—— J ‘lice | 
Mr. Rosenzwetc. There are too many factors involved in the ques Men a: 
tion of age, Senator, that would be dealt with by the commission asi "ptio 
presently constituted. ave b 
Senator McNamara. There was some agitation for it. There weregl ‘tists, 
some bills introduced in the legislature last year, and I wonder what Chai 
your reaction would be to it. Iee, 
Mr. Rosenzweic. Yes. We do think, however, that legislation could Mr, } 
increase the scope of the Commission’s activity by legislation in housgf Chai; 
ing accommodations and education. These three factors are directly Your aj, 
related to unemployment and discrimination in unemployment. Mr. 
Senator McNamara. That isall. rances 





Chairman McCarruy. Mr. Rosenzweig, Mr. Scholle in testifying 
said that the use of the merit rating system in determining unemploy 
ment rates had a significant bearing upon the hiring practices of man} 
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companies. Is that your experience, and how would that relate to 
the question of hiring the aged or discrimination against the aging 
or the aged ? 

Mr. Rosenzweic. Well, to take the last part of your question first, 
Senator, it would have a great deal of bearing so far as the aged and 
aging are concerned. With reference to experience and merit, those 
who are older workers and have been in the industry longer would 
obviously have greater experience It would directly affect the 
younger element, because they don’t have the experience. We have 
found in our commission that it is the youth who are particularly 
discriminated against on the basis of experience, being told that they 
can’t be employed because they don’t have the experience, and yet they 
can’t acquire the experience because they can’t get employment. 

Chairman ;McCartiuy. Do you have any additional studies, other 
than the general ones regarding discrimination based upon race, 
which would indicate that even in the jobs which are given to Negroes, 
that they are oftentimes underemployed or misemployed? In other 
words, are there people of great ability with some technological train- 
ing who are unable to get a job which is appropriate to their ability 
and to their training ? 

Mr. Rosenzweic. Yes, we have information of that in our files. 
There have been complaints based on that very situation with us. 

Chairman McCarruy. I wonder if you have a report or if you could 
get us a report bearing on that subject? If you could file it with the 
committee, we would like to have it for the record. 

Mr. Rosenzwete. I would be very happy to. 

Chairman McCarruy. I note you listed some five or six categories 
in which the discrimination based upon race seemed to be most in 
evidence. Could you give us any explanation for it—you don’t have 
todo that today? I know the arguments used in the case of sales- 
men and people who deal directly with the public. But what about 
the ease of clerical workers or over-the-road truckdrivers, or insur- 
ance employees not in the sales category? Could you give us any 
indication as to the reasons for this discrimination if any are given, 
or the possible explanation that you might advance if no reasons are 
given by those who do discriminate or who seem to discriminate? 

Mr. Rosenzweic. The reasons mostly given to us in these cate- 
gories are that it is a tradition in the industry, that is the way it 
has always been done. And in a number of cases, particularly in 
dice workers, the employer has a fear that if Negro girls and Negro 
men are introduced into the office for the first time, it will create dis- 
ruption with the rest of the office force. In those cases where we 
have broken down the barriers we have found that no such fear really 
exists, and that integration works very well. 

_ Chairman McCarrny. That is certainly true in Government serv- 
Ice, 

Mr. Rosenzwete. Yes, it is. 

Chairman McCarruy. Senator McNamara asked that you identify 
your aids, 

Mr. Rosenzweic. Ed Hodges, chief of the conciliation division: 
Frances Cousins, research analyst. 

Chairman McCarrny. Thank you very much. 

The next scheduled witness is Hon. Stanley Davis, the mayor of 
Grand Rapids, Mich. We have received a telegram stating that he 
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is ill and will be unable to testify. I assume that he may send a state- 

ment, and if it is received, it will be included as a part of the record. 
There is no one here to speak for Mayor Davis, is there ? 

are next witness will i Hon. Robert Egan, the mayor of Flint, 
ich. 


STATEMENT OF HON. ROBERT J. EGAN, MAYOR OF FLINT, MICH. 


Mr. Eagan. Thank you very much, Mr. Chairman. 

Honorable Chairman and committee members, I am indeed grate- 
ful to be given the opportunity to testify before the Special Committee 
on Unemployment Problems of the U.S. Senate. Unemployment has 
been the most severe problem to buffet my home communitv of Flint 
in many years and we are more concerned than most with the success 
of this committee’s solutions. 

It is my hope that as a result of your investigations ways can be 
found to minimize the tendencies of certain basic industries to fluc- 
tuate between abnormally high and low production periods with re- 
sultant disastrous effect upon thousands of workers. It is this factor 
combined with automation and certain marketing intangibles—such 
as public favor of a product—that has contributed most heavily to our 
present burden of unemployment in Flint. There is jut one deviation 
from the statement, Mr. Chairman, the fact that the results of short- 
ages of steel have greatly increased the a eee situation in the 
city of Flint, in fact we have 38 percent of the workers of the city of 
Flint currently laid off, despite the fact that the nearest steel-produc- 
ing mill is in the neighborhood of 60 to 70 miles from our community. 
And this can be shown as a comparison of 38 percent of our force with 
20 ee of the city of Pittsburgh force, and 20 percent of the city 
of Gary, Ind., where the strike actually is in effect. 

For the pape of brevity, I shall attempt to answer in chrono- 
logical order the questions posed by Senator McCarthy in his notice 
to me that I should be asked to testify before this committee. The 
opinions I shall express are my own, but formulated as a result of in- 
vestigation of Flint unemployment conditions and through informa- 
tion provided me by local labor and management experts. 

The first question. Is there a precise definition of unemployment?! 

There are many technical and legal definitions of the word “unen- 
ployment.” For my purposes, I consider anyone who is out of a job 
and looking for work as unemployed regardless of any technical 
considerations. 

The second question. Are present fact-gathering procedures ade- 

uate ? 

* Our present fact-finding procedures do appear adequate. Our 
statistics are developed by the Michigan Employment Security Com- 
mission using methods and systems of the Federal Bureau of Employ- 
ment Security. Flint is one of 149 key areas that are regularly sur- 
veyed by the Federal Government in the development of its own 
national statistics. 
Question 3. Is unemployment national in origin or a problem only 
of certain industries and geographical units ? 
The question of origin of current unemployment is ambiguous to 4 
large degree. Obviously, certain industries are suffering a greater 
percentage unemployment than others while individual industries of 
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national scope are encountering more difliculty in certain geographical 
areas than others. While unemployment may affect one industry 
more severely than another, its total effects certainly are reflected to 
a greater or lesser extent in all industries and economic areas. 

Question 4. Is there a relationship between unemployment and 
age, race, employment skills, and educational achievement ? 

The relationship between unemployment and the listed specifics of 
individuals and groups diminished is in direct proportion to the 
job oppertunitars available. The most tuistiamental problem in Flint 
is lack of such job opportunity. It is academic that certain individual 
types of workers are more desirable employees on the basis of youth 
or specific talents as opposed to the aged or handicapped. 

Question 5. What economic factors are important in the incidence 
of unemployment ? 

(a) Automation undoubtedly is a prime factor in the incidence of 
unemployment although no one apparently knows to what extent. 
The facts concerning automation’s effect upon unemployment appear 
to be a closely guarded secret by most firms. Nevertheless, the 
obvious facts in highly industrialized communities such as Flint 
are that job opportunities become more limited as automation increases. 
This assumes the term “automation” includes all laborsaving proc- 
esses as well as more efficient machine tools. 

(b) Population patterns have no effect upon unemployment with the 
possible exception of reducing the local markets of a community as 
unemployed leave the area in search of employment elsewhere. ‘This 
situation has an effect upon the retail trades with a minor local chain 
reaction of unemployment in these lines. However, labor contracts 
embodying SUB, or supplemental unemployment benefits, have re- 
duced this problem appreciably as has an increasingly high rate of 
individual home ownership in Flint. 

(ce) and (d) Transportation advantages or proximity to raw mate- 
rials never have been contributing factors to Flint-area development 
and do not now apply to our unemployment problem. 

(e) The effects upon unemployment of our national defense policy 
and Government procurement programs will be dealt with more fully 
in another section of this report. Most certainly, they are of major 
importance in any industrialized area. 

(f) International trade has had some effect upon Flint unemploy- 
ment but to an extent still not fully determined. Quite obviously, 
imports of foreign vehicles has stimulated the “compact” car devel- 
opments by American automobile manufacturers. Since automobile 
manufacture is the basic Flint industry, and since the new “compact” 
models are not being produced in Flint, some unemployment here is 
attributable to this factor. Future developments in this new area of 
the automobile market will have a greater or lesser effect upon Flint 
unemployment and isa problem which we still must face. 

(g) Since the advent of industrywide bargaining on wage contracts 
in the automobile industry, wage pattern variations are generally 
considered as having little effect as far as unemployment is concerned. 
The wage patterns established in this predominant industry, however, 
have a definite effect upon attraction of new industry and job oppor- 
tunity to the Flint labor market. 

Question 6. What can be done to alleviate present unemployment? 

The Federal Government and this committee can turn their im- 
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mediate attention to the policies under which present Government 
procurement programs operate. To me, they appear almost designed 
to discriminate against certain areas and industries. Some informa- 
tion I have received concerning military purchases would constitute 
a national comedy had they not such serious effects upon our unem- 
ployment picture. 

Huge purchases of transportation equipment from Japanese firms 
by the Defense Department was aired recently by the Congress and 
the public press. Despite the fact these purchases were made at the 
direct expense of our national automotive industries upon which Flint 
relies for its prosperity, I know of no remedial action taken by any 
authority to place these contracts in areas of critical unemployment 
here at home. I might point out, further, that purchase of such 
foreign automotive equipment also requires that additional parts pur- 
chases must be made from the same suppliers, again at the expense 
of local manufacturers and local jobs. 

It is no wonder that a recent newsletter of national circulation 
among businessmen admonishes that the Japanese economy is boom- 
ing and that wise investors will keep their eyes on Japan as soon as 
additional restrictions on their profit from Japanese investment are 
lifted by the Federal Government. 

While purchase of Japanese trucks is a classic example of Defense 
Department callousness to unemployment problems in the auto indus- 
try, other governmental purchasing policies are having even more 
disastrous effects on all Michigan communities. 

During the past 5 years an increasingly smaller proportion of Gov- 
ernment contracts have been awarded Michigan firms while increas- 
ingly larger numbers of contracts have been and are being awarded 
to new production facilities being located in California, the warm 
Southwestern States, and Florida. The Government, in effect, is 
adding to the boom of these newly developing areas at the direct 
expense of the more highly industrially developed States, their 
industries, and workers. 

This discrimination is graphically illustrated by the steadily de- 
creasing number of jobs in Flint attributable to Government contract 
work. For example, in September of 1953 there were 11,100 persons 
working on defense projects in Flint. By 1955 this job total had 
dwindled to 3,200. Today, defense work in Flint accounts for less 
than 500 jobs in a work force of approximately 140,000. 

This same situation is repeated ieunhin the State of Michigan 
despite the fact that Federal taxes paid by and through this State 
annually total among the highest of all the States in the Nation. This 
situation is not the result of reductions in Defense Department spend- 
ing, as we all know. Michigan simply is not receiving its fair per- 
centage of Government contract work. 

We in Flint recognize that much of the severity of our unemploy- 
ment problem is related directly to our dependence upon a single 
industry—automobile manufacture. This is neither a problem of 
legislation or Federal intervention to solve. We just grew that way. 

However, some assistance might be provided to our own efforts to 
correct this situation through such areas as a plan for rapid tax 
amortization of new plants locating in critical unemployment areas, or 
where industrial diversification would relieve an area of the sharp 
fluctuations of employment characteristic of single industry cities. 
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In other words, a Federal guidance or directional program for indus- 
tries in the process of expansion or relocation, implemented by bonus 
programs for stimulation of depressed areas. I hope and urge this 
committee will give this point considerable attention and thought. 

Diversification of community production also is a local and private 
business responsibility. Flint has recognized this and before asking 
for outside help we have begun to help ourselves. To stimulate this 
type of development, the Flint Chamber of Commerce has added a 
department of industrial development charged with the sole responsi- 
bility of attracting new industry to our area. 

This was done at the request of the city government. 

A downtown redevelopment project, financed through private capi- 
tal, is underway and will provide additional light industry locations 
for prospective new plants. 

Nor has our local government been idle. In order to help guarantee 
orderly expansion and future prosperity, our citizens have shouldered 
the expense of developing a complete community master plan now in 
its second year of a 3-year program. 

Recently, additional increased costs for sewer and water services 
were voted in order to provide for expansion of these basic services 
to meet anticipated industrial, commercial and residential expansion 
for the next 40 years. These programs are clear evidence of Flint’s 
faith in its future, regardiess of the difficulties which have beset the 
city for the past 2 years. They also exhibit our confidence that we 
shall continue to grow in importance to the national economy as an 
industrial and marketing center. 

As I present this testimony today, more than 35,000 workers are laid 
off in the city I represent. I am submitting an addendum with accu- 
rate labor force statistics compiled through the month of September 
which does not reveal that our situation has become increasingly criti- 
cal through October and early November. 

Of course, much of our present unemployment is a direct result of 
the shortage of steel and we all are confident that settlement of the 
steel issue will return many to their jobs. But even while production 
lines are down, companies are taking advantage of this period to fur- 
ther automate production facilities. 

I am returning to the subject of automation since I feel this is the 
most pressing and long-range problem this committee can consider. 
We are in the midst of a second industrial revolution the full effects 
of which are still to be felt in terms of unemployment, upheaval, and 
redevelopment. 

The most easily understood effect of automation is to reduce the 
numbers of workers on the job. As of now, several avenues appear 
as leading to at least partial solution to the unemployment problems 
it creates. Earlier retirement of workers at ages 60 or 62 would 
remove many from the job market and help provide additional job 
opportunity for younger men with growing families. A reduction 
in the workweek will also achieve the same purpose. Either alterna- 
tive may well be forced upon us to escape the increasingly high burden 
impo: on welfare and other direct relief agencies by high 
unemployment. 

In Genesee County alone, the costs of direct relief in the welfare 
department currently is running at a deficit rate of $1 million in the 
fiscal year. 





1172 UNEMPLOYMENT PROBLEMS 


The most desirable solution to my mind, however, is the creation 
of new products to provide new jobs. One method of attaining this 
goal could well be the development of Federal and State assistance 
programs for small manufacturing and service enterprises. Such 
programs should include providing the benefits of Government re- 
search in the development of new processes and products. A govern- 
mental program aimed at financing research along these lines could 
become a primary national resource for new product development, 
recognizing that most small industries cannot afford extensive pro- 
grams for research and testing. 

Federal and State guidance programs for the reeducation of dis- 
placed workers and those laid off as a result of automation also should 
be developed. Training in new job skills will be essential to those 
who will never be returned to their old jobs. 

Finally, we cannot consider unemployment programs without ref- 
erence to discriminating taxes and illogical tax pyramiding. I urge 
serious reconsideration of the 10 percent excise tax on automobiles. 
How can the Federal Government on the one hand recognize the auto- 
mobile industrial complex as a basic national industry while on the 
other hand it taxes its products as it does luxuries ? 

Much stimulus can be given the automobile industry—with an im- 
mediate rate increase in employment within the industry—simply by 
eliminating this unfair tax. A complete revision of the total tax 
structure on automobiles would be even more beneficial. 

I am confident this committee will give fair and intensive consid- 
eration of the proposal herein presented. It is my hope that the 
suggestions will be of assistance in developing permanent solutions 
to the unemployment problems to the benefit of all the people of our 
country. 

Senators, I want to thank you very much for allowing me the oppor- 
tunity of testifying before the committee. 

Chairman McCarrny. Thank you, Mayor Egan, especially for 
taking up the questions we sent you and giving us objective answers 
as you did. 

Senator McNamara? 

Senator McNamara. I don’t have any questions, Mr. Egan. Your 
statement has been very helpful to us, and we will give your testimony 
every consideration. We are familiar with many of the problems 
that you have in Flint. More than almost any other place in the 
United States, you are a one-industry town. 

Mr. Ecan. I know, you are always telling me about it. 

Chairman McCarruy. Is the industry largely General Motors? 

Mr. Ecan. Yes. 

Chairman McCarruy. My question has to do with the program 
described by the General Motors spokesman earlier of having em- 
ae shift from one General Motors plant to another. I gather 

rom your testimony that this hasn’t solved all the problems in Flint? 


Mr. Ecan. No. We had quite a number of men laid off in 1958 be- 
cause of the nonacceptance by the public of the 1958 cars. We have 
the Fisher body plant, we build Buick and Chevrolet. 

Chairman McCarruy. You have the possibility of three general 
one into the body division, one into Buick and one into Chevro- 
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Mr. Eean. It isa little different from that, Senator. For instance, 
in 1958 the Buick went down from approximately 21,000 to about 
12,000. Now, the Fisher body plant that supplies the Buick plant 
also would have a proportionate decrease—— 

Chairman McCartay. This is in Flint? ; ‘ 

Mr. Ecan. Yes—also would have a proportionate decrease in their 
employment, because they wouldn’t be building the bodies that Buick. 
needed. 

Chairman McCarruy. They make bodies only for Buick ? 

Mr. Eean. Yes. 

Chairman McCartay. I see. 

Mr. Ecan. Now, the only ones that were fortunate were probably, 
oh, in the neighborhood of 3,000, maybe, that went to work at the AC 
expansion, and Chevrolet was going very well last year. So there was 
a smaller percentage picked up in the other General Motors plants. 
But it didn’t pick up near what was laid off. 

Senator McNamara. 35,000 are out of work out of a total worker 
population of 140,000? 

Mr. Eaan. Yes. 

Senator McNamara. That is what the records reflect. 

Chairman McCarrtuy. Thank you very much. Is Mr. Pat Quinn 
here ¢ 

The mayor of Bay City will not be able to attend. Consequently, 
we will not be able to hold to the schedule. The witnesses whom we 
expected to come in at approximately 5 o’clock are not now present, 
so the committee will reconvene at a quarter to 5 to hear the re- 
maining witnesses who are scheduled. 

(Whereupon, at 4:10 p.m., a recess was taken, until 5 p.m.) 

Chairman McCartruy. The hearing will resume. 


We will hear the testimony of the Governor of Michigan, G. Men- 
nen Williams. 


STATEMENT OF HON. G. MENNEN WILLIAMS, GOVERNOR OF 
MICHIGAN 


Chairman McCarruy. Governor? 

Governor Wituiams. Thank you very much, Mr. Chairman, Sen- 
ator McCarthy, and Senator Pat McNamara. 

The Senate is to be commended for creating this Special Committee 
on Unemployment Problems. The country has waited in vain for the 
national administration to show a concern for the lives and aspirations 
of people of this land commensurate with its concern for the cold fig- 
ures of a theoretically balanced annual budget. The national admin- 
istration has focused on pettifogging bookkeeping balances, while the 
American people have viewed with considerable alarm the alteration 
of the balance in our relationship with the Communist Soviet Union, 
the balance of our income with the cost of living, the balance of indi- 
vidual security and prosperity with deep recessions which the national 
«ministration seems to regard as inevitable, and the weighing of the 
talances against our traditionally held American dream of “horizons 
wlimited” for all our people. 

Personally, I view with dismay the national administration’s con- 
cept that the ultimate good in America is to be measured by book- 
seeping balances and the prosperity of Wall Street. 
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Needless to say, in my testimony I am going to urge a return by the 
U.S. Government to the philosophy that the United States has a 
“manifest destiny”, to the philoso hy that governments are instituted 
among men to help secure “life, liberty and the pursuit of happiness” 
for its citizens, and to the philosophy that our horizons can indeed be 
unlimited. 

It is a pleasure to testify before this committee because you do not 
accept 5 or 6 percent unemployment as inevitable. Perhaps you are 
going to be so bold even as to believe that communism is not the only 
system where unemployment can be nonexistent, or almost nonexistent. 
In this connection in defense of capitalism, we can call to witness that 
in very capitalistic and competitive West Germany until the last few 
weeks, unemployment was only a fraction of 1 percent. Of course, 
West Germany’s is a growing economy, but we can have a growing 
economy, too, if our objective is “horizons unlimited.” 

Naturally, we will never achieve such an economy if our national 
administration has no concern for it. As a matter of fact, we will 
never achieve it if we concern ourselves only with symptoms of the 
disease and not with its causes. As a matter of fact, we will never 









































really make progress in reducing unemployment until we take a leaf , 
out of modern medicine and concentrate on preventing unemployment 
as much or more than picking up the pieces. 
Unemployment is a symptom of an unhealthy economy, and while 
we must, of course, treat the victims, humanity and good sense dictate 
that fundamentally we must concentrate on developing a healthy | 
economy. - 
To some, what I have said may sound startling to others, it will § 5, 
sound old hat. The truth of the matter is that the Congress in the § w, 
Employment Act of 1946 had “horizons unlimited” in mind, but this § pr 
national administration has been closeting itself in the bowels of the § 
ship of state, hunched over the figures on a barometer to try to ceter- = 
mine what to do; while the plain view from the bridge, if it would ever 
go there, indicates clear sailing and rich ports ahead for anyone daring 
to chart a course by the stars with a firm hand on the rudder. " 
Unemployment is but one of several unhealthy conditions in our & sy 
economy today. We cannot ignore the interrelation of these problems && of « 
which include inflation, small-business distress, and low farm income, @ tri 
as well as unemployment. - 
Last summer, because of my concern over these problems, I invited [M wo: 
to meet with Governor Orville Freeman of Minnesota and myself at wen 
Mackinac Island several of the country’s leading economists. I notejj Tt 
that one of the conferees, Prof. William Harber of the University of pe 
Michigan, will offer testimony here before this committee; and as youll Gov, 
ee elsewhere, others of their number will undoubtedly bh _ 
heard. ‘ 
The statement issued by these gentlemen followed their discussions Danie 
and offers an invaluable appraisal of the state of the Nation’s economy. slers 
With your permission, I offer it for insertion in the record at thisg% jit 
the Ur 





point, so that I may refer to it in my remarks. 
Chairman McCarruy. Without objection, it will be inserted. 
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(The document referred to is as follows :) 


MACKINAC ISLAND ECONOMIC CONFERENCE 
July 17-18-19, 1959 


Every person in the United States is personally affected by questions of the 
rate of our national economic growth, full employment, inflation and economic 
stability. Our national failure to face these economic realities is a cause of deep 
concern to me. 

Our country needs constructive economic policies that will promote a steady in- 
crease in the standard of living of our people; enhance our ability to meet re- 
quirements of national security and of foreign aid; enable us to escape from 
recurrent periods of mass unemployment and business depression and maintain 
a reasonable degree of price stability. 

It was for this reason that I invited some of the Nation’s top economists to 
Mackinac Island to discuss these problems, with Governor Orville Freeman of 
Minnesota and myself. 

Their conclusions, I feel, are important to the Nation. It is a privilege to be 
able to present this summary of conclusions which represent a general consensus 
on each of the topics discussed. They do not necessarily reflect the views of every 
participant in each case. 

G. MENNEN WILLIAMS, Governor of Michigan. 


Participants: * Gerhard Colm, Washington, D.C.; Daniel Fusfeld, East Lansing, 
Mich.; J. Kenneth Galbraith, Cambridge, Mass.; William Haber, Ann Arbor, 
Mich.; Richard A. Lester, Princeton, N.J.; Richard A. Musgrave, Baltimore, 
Md. ; Robert R. Nathan, Washington, D.C. 


Economic GrowTtH 


There has been a great deal of discussion about the need for increasing the 
rate of economic growth in the United States. We do not advocate an increase 
in the growth rate for its own sake, or simply to engage in a race with the Soviet 
Union or China to match their economic growth rate percentage by percentage. 
We do advocate an increase in rate of growth because greater growth offers the 
practical opportunity to America of more fully meeting its needs. If we fulfill 
the needs of America—which include our foreign economic aid and defense obli- 
gations—through a well-functioning economy, we need not be overly concerned 
about the rate of growth of any other country. 


OUR GREATEST NEEDS 


There is an enormous need in America for greater educational facilities, re- 
sources and personnel. Our highways, railroads and airports are in urgent need 
of expansion to meet the needs of the 20th century. Our cities have been de- 
teriorating at a rapid rate. Our booming population needs more and better 
housing. On all sides there are urgent needs to be met. 

In recent years our rate of growth has been in the range from zero to 3 percent. 
We believe that a steady growth of from 4 to 5 percent—a modest increase—is 
well within our capabilities and will provide the means for reaching our goals. 

The private sector of our economy has been and will continue to be the area in 
which the greatest economic growth must occur. But its growth needs to be 
stimulated by affirmative and constructive Federal action. It is the task of 
Government fiscal policy to assure a continuing high demand for the products of 


1Gerhard Colm is chief economist for the National Planning Association, Washington. 
Daniel Fusfeld is professor of economics, Michigan State University. J. Kenneth Galbraith 
is professor of economics at Harvard, and author of “The Affluent Society,” and other best- 
sellers on economics. William Haber is professor of economics, University of Michigan. 
Richard A. Lester is professor, industrial relations department, Princeton University. 
Richard A. Musgrave is professor of economics at Johns Hopkins University, formerly of 
the University of Michigan. Robert R. Nathan is consulting economist, Washington, and 
wartime head of the planning commission of the War Production Board. 
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private industry, promoting conditions of full employment and the readiness of 
industry to expand and grow. Furthermore, the needs of our times and the 
assurance of greater growth in the private sector of our economy depend upon 
expansion of investment in the public sector. 

Although implementing some of our social objectives may contribute more 
rapidly to economic growth than investment in other directions—in education, 
for example, rather than in welfare—we are convinced that a rapidly growing 
economy will permit us to move promptly toward the fulfillment of all our goals 
within a reasonable time. The elimination of poverty by restoring the earning 
power of destitute individuals and families will increase our capacity to produce. 
It must not be forgotten that some 30 million people are in American families 
which still have incomes of less than $2,000 per year. 

The American people will always face a question of priorities in the sense 
that the level of expenditures which can be made in the public sector is related 
to their willingness to pay taxes. Economic growth at a 4 to 5 percent rate will 
immediately automatically result in an increase in Federal revenue of more than 
$4 billion to $5 billion a year and rise to $10 billion a year within a decade. This 
offers the opportunity of @ substantial expansion in Government programs—at 
present tax rates. What changes in tax rates, up or down, will become necessary 
and possible, depend largely on the development of the international situation 
and of economic conditions. 


RESOURCES, MANPOWER, SKILL PRESENT 


The United States has the resources, the manpower, and the skill. It also has 
the economic know-how to do the job. We believe, however, that if the job is to 
be done, the Federal Government must be ready to engage in investment expen- 
ditures and to use its powers of taxation to achieve the kind of economic growth 
that America needs. 

We have considered a number of areas in which Federal policy can help to 
maximize growth. We have mentioned education as well as certain public works 
programs in the fields of power, water, transport, and the like. Research is 
another area of importance. Modern research can be conducted on an adequate 
scale only by large industry or the Government. A striking example of the con- 
tribution of governmental research to increased productivity is in the field of 
agriculture. Consideration should be given to the development of similar assist- 
ance for the small businessman, particularly for industries which have lagged 
in developing new technologies. Similarly, the Government should not hesitate 
to support greater basic, as well as applied, research in fields which involve invest- 
ment of a character and size that even the largest industries and private research 
organizations are unable to finance, such as atomic energy or synthetic materials 
development. However, the best assurance of continued technological advance 
will result from maintaining demand at a high level to provide a continuing 
incentive for business to increase its capacity, to improner technology and man- 
agerial methods, and to gain acceptance from labor of industrial progress. 


INFLATION 


We recognize that a policy of full employment and of more rapid economic 
growth generates an inflationary threat. We do not believe, however, that we 
must choose between the alternatives of economic stagnation and mass unen- 
ployment or inflation. 

We can have full employment and greater economic growth without inflation 
if we adopt Federal policies which are designed to meet the problem. The admin- 
istration’s policy of tight money and high interest rates did not do the job in 
the past and there is no reason to believe it will do the job in the future. It 
restricts the expansion of small business whose prices have not greatly increased 
and has no effect on the administered prices of the larger corporations which have 
played a large role in peacetime inflation. We have had increasingly high 
interest rates and increasingly we have had inflation. We need more effective 
measures. 

POLICIES MUST MEET PRESSURES 


Our anti-inflationary policies must be equipped to meet inflationary pressures 
due to exceed demand as well as pressures due to cost-push inflation: 

(a) Inflationary pressures due to excess demand may arise after the econ- 

omy reaches full employment. To meet them we need a more flexible tax 

policy and more effective means to control credit and the level of investment. 
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(b) Inflationary pressures due to cost-push inflation may arise even while 
the economy is short of full employment. Influence on business and labor 
decisions over prices and wages is needed to meet these pressures. 

We suggest the establishment of a factfinding commission which would examine 
actual or intended price increases and wage increases in administered pricing 
areas when, in the opinion of the firm, prices must be raised to meet these wage 
increases. The commission would have power to subpena witnesses and compel 
the production of documents. It would also be given a specified time interval 
in which to ascertain the facts and make recommendations. In industries which 
are declared crucial, price increases will have to be announced well in advance 
of the effective date. The President, on the basis of the factfinding report, may 
declare that a price and/or wage increase is contrary to the public interest, in 
which case the increase should not be made effective for another 60 days. 

It is recognized that different controls and different policies will be necessary 
at different times and under different circumstances. Under conditions of de- 
mand inflation, for example, fiscal and monetary measures would be necessary 
and effective where such measures might be ineffective in meeting cost-push infla- 
tion. Present conditions of substantial slack in industrial capacity and labor 
force do not call for tightening credit. However, a thorough reconsideration of 
the tools of credit and debt management is needed. The techniques used in recent 
years are unsatisfactory, and there are large areas of investment and lending 
activity which have remained outside the sphere of control. By using more effec- 
tive approaches it will be possible to maintain stability while holding interest 
rates at a lower level. This will reduce governmental costs, encourage growth, 
and remove inequitable burdens on small business. 


EconoMic STABILITY 


The recent recession demonstrated that the so-called built-in economic stabil- 
izers—the progressive income tax, and the unemployment compensation sys- 
tem—can greatly contribute to preventing the development of a full-scale 
depression. We need to improve these stabilizers by making our total Federal, 
State, and local tax system less regressive and by strengthening our unemploy- 
ment compensation system. The duration of benefits must be substantially 
enlarged, with proper safeguards, to at least a year. In addition, payments 
should be restored to the higher level in relation to prevailing wages contem- 
plated when the system was established. 


PROMPT, FLEXIBLE FEDERAL ACTION 


The usefulness of the built-in stabilizers should not blind us to the point 
where we believe no other action is necessary. Much more important is the 
need for prompt and flexible action by the Federal Government on taxes and 
expenditures. Our economy is in a constant state of flux. The legislative 
process is often too slow and too cumbersome to meet changing conditions in 
the proper way and with the proper dispatch. It is suggested that the Executive, 
acting jointly with an appropriate congressional committee, be authorized to 
make adjustments, within specified limits, in our rate of taxation and 
expenditures. 

Even though the Federal Government adopts constructive policies to promote 
economie growth and full employment, we recognize that in all probability, cer- 
tain large groups of our population in particular areas will remain in a de- 
pressed state. The aged, minorities, and other special groups do not participate 
in general prosperity. Moreover, certain areas of the country, including some 
which have exhausted their mineral deposits or timber resources are in a state 
of chronic depression. Automation and other technological improvements will 
result in drastic changes in skill requirements and shifts even if their labor 
displacing effect should be offset by the labor requirements resulting from an 
increase in economic activities. 

Every practicable measure should be taken to meet these special problems. 
In some areas new programs should be undertaken to increase the mobility 
of labor and to introduce training and guidance programs. In other areas 
greater emphasis should be given to the development of new industry. For 
example, industrial development should be promoted in rural areas in order to 
make it possible for submarginal farmers and members of their families to add 
to their income by nonfarm activities without forcing them to move from their 
farmhouse. The Federal Government might bear or share in the cost of pro- 
grams designed to attract industry to depressed areas. 

47557—60—pt. 8-26 
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We would suggest that a specially constituted expert group make a technical 
assistance survey area by area and group by group. Such a procedure would 
offer the most helpful prospect of developing an effective policy. In the mean- 
time, the Federal Government should finance a special unemployment compensa- 
tion program of indefinite duration for people in the depressed areas, 


CONCLUSION 


At the present time, the country has no adequate Federal policy to promote 
economic growth and stability and no meaningful anti-inflationary policy. It 
is a rudderless ship drifting on what is at the moment a rising tide of economic 
activity. Without a firm policy we will descend again in the future into a trough 
of economic stagnation and retrogression. We reject the notion that that 
government governs best which governs least. The Federal Government is our 
only instrument for guiding the economic destiny of the country. 

Governor Witi1ams. The Mackinac statement first alludes to the 
question of the rate of our country’s economic growth. This is the 
best place to begin our consideration of unemployment since it gives 
a picture of the direction our country is going economically. 

The national administration, reeling under the trauma of sputniks 
and moon probes, has adopted as its measure of our economic attain- 
ment the position of the United States in relation to the Soviet Union. 
The Russians are to them the “Joneses” with whom we must compete. 

This outlook may be compared to the senior and most successful 
member of an enterprise comparing himself with the youngest and 
most poorly prepared member of his organization, and firmly resolving 
to stay ahead of him. The inevitable result is that the senior partner 
will grow down to the most junior member as well as the junior mem- 
ber growing up to the most senior. 

The great economic attainments of this country, reflected in our 
standard of living, both material and spiritual, have not been made 
by keeping up with or ahead of the “Joneses”. From its birth, this 
Nation has striven to provide an abundant life for all of our people, 
wherein each might reach the attainment of the full potential of his 
or her personality. Our measure of the attainable has constantly 
expanded with our dreams and with the conquering of each new 
frontier. 

In employment, our objective has been to provide the jobs which our 
workers want and the Nation needs. This objective can be expressed 
in no better terms than those of the Employment Act of 1946. 

In approving this policy, Congress established an appropriate 
foundation for Federal responsibility to employ its facilities and 
powers to allow full employment; and underscored the essential role 
which Government must play along with industry, labor and agricul- 
ture if we are to implement that policy. 

Before looking at some specific problems, let me ask a couple of 
questions in all sincerity. In a pioneer economy, it is readily recog- 
nized that general and individual prosperity relies upon everyone 
working aiid that, if anyone does not work, the total community will 
be less well off. My question then is, first, wouldn’t we be better off 
if everyone were working now? If the answer to that question is 
“Yes,” as I think it must be, my next question is, If in a primitive 
pioneer economy everyone or almost everyone could find work, why 
can’t we in a better economy find work for everyone or almost every- 
one? 

Naturally, I appreciate our economy has become more mature and 
sophisticated, but the question remains: Can’t our methods of handling 
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the economy become equally more mature and sophisticated so that 
we can maintain the benefits of an earlier economy ? 

Here I might interject that General Motors has certainly found no 
trouble in managing its vast and spreading enterprises and it isn’t 
worried with the same problems that Mr. Durant was in starting out. 
And it seems to me that we, as a nation, can certainly find the equiv- 
alents of our General Motors in order to provide our country the 
more mature and sophisticated kind of government that will provide 
the benefits for citizens we had in an earlier date. 

I think that there are many economists, such as J. Kenneth Gal- 
braith, Leon Keyserling, those who attended our Mackinac Island 
conference, and others, who answer this question affirmatively, and 
who have pointed the way. 

So, before I start sifting the gravel for our road to better employ- 
ment, I would like to recall to the attention of this committee the out- 
standing economic engineering of these gentlemen. 

Unemployment reasonably may be termed an uneconomical use of 
the Nation’s human resources. Just how uneconomical our use has 
been can easily be demonstrated. I am sure you have the statistics on 
unemployment in the country. The director of the Michigan Em- 
ployment Security Commission is going to testify, or has testified, and 
has available such information on Michigan, as you may require. 

Let us just take a look at a couple of figures to illustrate the point 
Iam making about lack of economy in the use of human resources. 

In 1958, the peak year of the last recession, national unemployment 
computed as a percentage of covered employment, was 6.9 percent. 

Our Michigan Employment Security Commission officials estimate 
the wage loss for this level of unemployment at $12 billion. This 
would certainly have helped on our school probiems that Senator Mc- 
Namara is so familiar with. So to lose $12 billion means a tremen- 
dous difference in our national welfare. 

In September of this year, before the impact of the steel strike had 
caused secondary layoffs, unemployment was at 4.6 percent, or ap- 
proximately 3,230,000 workers. 

Such lack of economy in the use of so valuable a resource is more 
than we can afford. We certainly reject the theory that any measure 
of unemployment is good for the country. 

If this country were run on the same basis as the most efficient of 
our business concerns, top executives would not tolerate management 
which permitted large numbers of workers to sit idle and unproduc- 
tive. If we were in a pioneer economy, there would not be much 
chance of any sizable percentage of unemployment either. We can- 
not tolerate 5 or even 3 million unemployed. Our only course is to 
put them to work, and this is what our people expect. 

A major portion of unemployment may be attributed to the fiscal 
and economic policies of the national administration. There are 
those who pass off recessions like that of 1957-58 as cyclical in nature. 
We must not be misled by such patent medicine terms. The principal 
cause of the last recession was the tight money policy pursued by the 
administration. The theory of this policy is that you avoid inflation 
by preventing business expansion—and this means by ultimately pre- 
venting employment. Offered as an anti-inflation device this policy 
utterly and miserably failed to halt or to control inflation. 
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But the restraints on the expansion of our economy by this policy 
produced the idle hands to which I have referred earlier. The ad- 
ministration was not only willing to accept major unemployment as a 
price to curtail inflation but directly or indirectly created unemploy- 
ment tendencies in its unsuccessful efforts to curb inflation. The price 
was paid by the American people who now find inflation still with 
them and the administration doggedly determined to make the tight 
money policy tighter. 

The Congress was well advised to reject the President’s request for 
the raising of the interest rate ceiling. I sincerely hope that this com- 
mittee will reject any renewal of his request in furtherance of his 
policies. 

The Employment Act of 1946 contemplated Government action to 
cope with other types of unemployment. Noncyclical unemploy- 
ment includes workers who have been idled by changes in the economy 
for which ample preparation has not been made. They include workers 
who have been replaced in manufacturing and in business by machines, 

Automation is an advancement for which we are indebted to our 
men of science and technology. In years that come we will look upon 
these new advances in the same manner as we do the gasoline engine 
and the flying machine. 

For factory workers whose skills have been rendered obsolete by 
machines, however, automation is more a scourge than a blessing. Our 
task is to make it a blessing. 

Also affected by similar changes in the efficiency of industrial life 
are workers who are themselves rendered obsolete. I refer, of course, 
to older workers. Many have usable skills, but to industry they are 
too old to hire and too young to retire. Caught in the age bracket of 
40 to 55, these workers are left in the ranks of the unemployed in the 
wake of recessions or are cast off in the decentralization or consolida- 
tion and merger of manufacturing operations. The latter have cost 
Michigan an estimated 13 percent of our automotive employment since 
the 1930’s. 

The last category of unemployment results from changes in our 
defense needs, changes which have cost Michigan 125,000 to 150,000 
defense jobs since 1953. 

Defense procurement policies should, of course, be geared to the 
needs of the military. We certainly offer no criticism of the shift 
from emphasis on tanks and ordnance to that of missiles and planes. 
But Michigan’s experience should serve as a warning to the rest of 
the country of the economic dislocations which follow the failure to 
plan for such transitions. One of the the key parts of our foreign 
policy is the effort to reach an agreement with Russia on disarmaments. 
The curtailment of defense procurement which will accompany any 
reduction in armaments should those efforts be successful will signal for 
the entire country a reduction of employment in the industries which 
have supplanted Michigan industry as defense suppliers. 

Let me say I would welcome such a shift. I welcome the time when 
we can make more fishing rods and violins and build more homes, 
schools and auditoriums instead of making tanks and arsenals. But 
I say we must plan so that we will build civilian prosperity instead of 
civilian unemployment. 

Our objective in combating unemployment is twofold. (1) We 
must do what we can to relieve the exigencies of displacement, (2) 
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We must establish programs which enable displaced workers to make 
the transition which is necessary if they are to regain employment. 

The first step includes strengthening the Federal Unemployment 
Compensation Act. I have already referred to my testimony before 
the House Ways and Means Committee in which I set forth the 
changes in the act which I believe should be made. 

The second step fits into the purposes of the Employment Act. Our 
challenge is to retain workers so that they may become useful parts 
to our economy. In many cases we must literally reclaim aptitudes 
and abilities otherwise lost to us because workers have devoted them- 
selves to doing the work which we have needed as we demanded it of 
them. 

It seems me we owe these workers the same measure of support 
which we gave our men and women in the armed services when they 
faced the transition from military service to civilian employment. I 
believe that the Congress should consider a GI bill for the techno- 
logical displaced worker which will combine a subsistence and a sub- 
sidy for retraining, and, where necessary, travel aid for removal to 
such areas of the country where newly learned skills are in need. 

The training program can best be conducted with the assistance of 
industry in the form of on-the-job training. I am confident that the 
Nation will recover the cost of such a program through the recovery 
of abilities and aptitudes of retained workers and through the reduc- 
tion in cost of direct relief and other cushions to which unemployment 
of long duration inevitably leads. 

An orderly transition from the defense production levels dictated 
by the cold war to those contemplated by our disarmament. policies 
should receive major consideration by Congress. Much of the de- 
fense productive capacity can be absorbed by freeing the economy 
from the ill-timed and ill-managed restraints of the tight money 
policy. By far the greatest promise of eliminating unemployment 
and providing outlets for the productive capacity diverted from de- 
fense are the consumer and me needs of the country. These needs 
include school construction, housing, public works and, of course, the 
consumers goods for which demands will skyrocket with the popula- 
tion growth the experts predict. 

These are the needs which now produce the “rising tide of economic 
activity” to which the Mackinac conferees refer. 

With the lack of purposeful and dynamic leadership in these mat- 

ters by the national administration the people of the United States 
lok more and more to the Congress of the United States for sound 
vision and imagination leadership. I commend again your committee 
for rising to this situation, and I thank you for the opportunity to 
nake this statement before you. 
_ Chairman McCarrny. Governor, we want to thank you for coming 
nerve today. We know you are very busy about a number of State 
matters. And also I want to give you my personal commendation 
lor your foresight and vision in holding the Mackinac Island Kco- 
nomic Conference in July of this year, and inviting men whom I con- 
‘der to be outstanding economists to formulate some of the truly 
professional and most advanced ideas with regard to the economic 
problems that face the Nation. 

Senator McNamara, do you wish to pursue any of the ideas that 
the Governor has expressed ? 
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Senator McNamara. I note in your statement on page 6 you make 
reference to “unemployment was at 4.6 percent, approximately 3,230,- 
000 workers.” This does not take into consideration the great num- 
bers of people who are partly employed? This is the total unem- 
ployed people, and certainly that is a factor that we have to give con- 
sideration to, also. 

Governor WiiiiaMs. Yes. Iam glad that you pointed that up. It 
is certainly true, and I would hope that if you don’t have already 
information from our Michigan Employment Security Commission 
that you ask them for it. I know that they have made computations 
of that, and it certainly expands the number of people who are suffer- 
ing from lack of full employment. 

auator McNamara. It also adds to the economic loss in the same 
proportion that these totally employed people do. And that is one 
of the main problems that we have heard about in many areas, and 
one that we will have to give considerable attention to when we write 
our report of these hearings. 

That is all, Mr. Chairman. 

Chairman McCarruy. Governor, we have had testimony from a 
number of people in the State government, Mr. Horton and Mr. Her- 
bert, and also Mr. Rosenzweig, who have given us information touch- 
ing on some of the most important and difficult problems of unem- 

loyment. I wish to commend you and your administration for hav- 
ing had these people prepare the testimony and come before us at 
these hearings. 

I think you raised an important point early in your testimony in 
talking about the emphasis upon the balanced budget. I think that 
in effect this is your message, that what has happened is that the bal- 
anced budget, which might very well be the product of full employ- 
ment in a truly dynamic economy, has been made rather a means to 
all of these things. And we have been led to believe, at least we 
have construed statements of policy on the part of some economists 
and some people in the administration, that if we were to balance the 
budget all of our problems could be solved. 

Governor Wiuu1aMs. Well, if I might comment on that, if you are 
asking for it, I think that economists today say that it is possible to 
balance the budget at any one of a number of different levels of eco- 
nomic activity. And this administration has chosen to attempt to 
balance it at a very low level, a level which contemplates necessarily 
a very high degree of unemployment. Now, I think that there are 
other economists who would say that we can balance the budget at a 
much higher level of economic activity. And the balance would be 
achieved not necessarily by higher taxes during the long run, but 
through that greater economic activity bringing in greater revenues 
at the existing level of taxation. 

Now, I don’t want to imply that this wouldn’t require some effort 
on the part of the American people to begin with. It might either 
require an unbalanced economy for a time while we made the neces- 
sary investments, or it might require a higher degree of taxation for 
the time necessary to get into the higher pitch. But it is just like 
the advice that former Chief Justice Evans Hughes used to give to 
young attorneys, that they ought to go into debt if necessary in order 
to get their legal education and get their lawbooks, and the like, 
because when they did do that they would be in a position to render 
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a os service and have a higher degree of economic return for them- 
selves. 

So I think that this is the real challenge before the country that 
this administration has not accepted, and that is that we can, as 
we used to in the past, keep our eyes on manifest destiny and a greater 
America and achieve a balance at a high level which would give us 
an opportunity not only to meet all of your domestic needs, but to 
meet some of the needs that this administration has spoken of with 
respect to foreign aid and the like, but which it sacrificed afterward 
on the altar of a balanced budget. 

Chairman McCartuy. Senator McNamara? 

Senator McNamara. No more questions. 

Chairman McCarruy. Governor, we thank you again. We appre- 
ciate your coming to testify. 

Governor WiiuraMs. I certainly thank you for this opportunity, 
because I do feel that Michigan has suffered greatly from some of 
these policies, and I am sure that an objective analysis of the de- 
tailed data that these other officials have given you will certainly 
lead you to the conclusion that some other policy would be better 
for our State, and I am sure for the Nation. 

Chairman McCartuy. Thank you, Governor. 

Is Mr. Pat Quinn, of the Dodge local, No. 3, here, or anyone repre- 
senting him ? 

(No response. ) 

Chairman McCartuy. We will insert in the record the statements 
which have been presented to us. 

(The prepared statement of James L. Tanner, mayor of the city of 
Bay City, Mich., follows:) 


PREPARED STATEMENT OF JAMES L. TANNER, Mayor, Bay Ciry, MICH. 


Query 1. Is there a precise definition of unemployment? 

Reply 1. There is no precise definition of “unemployment” to my knowledge. 
Definitions presently used by various governmental and private groups define 
“memployment” in terms and concepts fitting the particular objectives they may 
vish to demonstrate or establish. Thus, definition is peculiar to the agency by 
which it is used, being descriptive of causes, conditions, and restrictions the par- 
titular agency or group is concerned with. Consequently, when the term “unem- 
ployment” is used by the Department of Labor, Department of Commerce, manu- 
facturing associations, labor organizations, chambers of commerce, or State em- 
jloyment agencies, its meaning is different in each instance. 

For these reasons, a common, all-inclusive definition should be agreed upon 
describing the condition of the individual who wants to work, according to his 
apacity and ability, irrespective of whether he is “registered” with any agency, 
orwhether he fits into any so-called labor market. 

Query 2. Are present fact-gathering procedures adequate? 

Reply 2. In my opinion the present fact-gathering procedures may be adequate, 
it there is considerable overlapping of collection of similar information. It 
*ems desirable to restrict fact gathering to the agency primarily concerned with 
such facts, and make it the source for all other groups and agencies who may 
‘ave use for like facts. 

Query 3. Is recent and current unemployment of national origin or is it only a 
toblem for certain industries and certain geographical units? 

Reply 8. The recent and current unemployment, while not national in nature, 
8 hational in scope. The Taft-Hartley Act gives it nationai complexion. 

Basically, it is a problem of a particular industry—e.g., steel industry in the 
present instance—on which other industries are dependent to keep their produc- 
‘on lines going. Industries not affected by the steel shortage have been keeping 
with their part in the total economy. 
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Query 4. Is there a relationship between unemployment and: 
(a) Age? 
(b) Race? 
(c) Employment skills? 
(d) Educational achievement? 

Reply 4. In my observation there is, I believe, a relationship between employ- 
ment and: 

(a) Age—persons who have been employed at one specific task for a long 
period of years and grown old on the job lose their flexibility and desire to learn 
new ways of doing old jobs, or to learn new ones. 

(b) Race—no specific relationship. Any so-called racial “characteristic” at- 
tributed to different races—e.g. good workers, lazy, or careless—are a precon- 
ceived notion in the public mind only. I do not believe it poses any particular 
prejudice in minds of present day employers. 

(c) Employment skill—have a definite relationshp to unemployment. If the 
skills are related to current industrial needs, and if the skilled person is keeping 
up with the current changes affecting his skills, he is readily employable. 

(d@) Educational achievement has, in my opinion, direct relationship on un- 
employment. Workers with good educational backgrounds adapt themselves to 
the occurring industrial changes, and more readily understand the reasons or 
“whys” of these changes. 

In emergencies, they are better able to cope with production problems and if 
displaced they are better able to find ways and means for self-employment. 

Query 5. What economic factors are important in the incidence of unen- 
ployment? 

(a) Automation. 

(0) Changing population patterns. 

(c) Transportation requirements. 

(d) Proximity to raw materials. 

(e) National defense policy and other Government procurement programs. 
(f) International trade competition. 

(g) Wage patterns. 

(i) Others. 

Reply 5. (a) Automation is an important factor in the incidence of unemploy- 
ment as I see it. With these technical advancements a lesser number of work- 
ers is needed—a lesser number of workers, but with greater technical skills to 
operate new, complex machines, causing temporary displacement of unskilled, 
semiskilled and older workers, who are not able or do not readily adapt then- 
selves to impending technological changes of our day. 

(b) Change of population patterns is a factor in unemployment, as it causes, 
or may cause, dislocation of labor supply, as well as temporary strain on commt- 
nity services in affected communities. 

(c) Transportation requirements affect procurement of raw materials as well 
as shipping out of finished products. 

(d) Transportation requirements will be a major factor in development of the 
Great Lakes areas. It will bring to the shores of the Great Lakes industries that 
are traditionally only found on seacoasts because of proximity of raw materials 
and larger pools of available labor. 

(e) The national defense policy raised particular havoc with us in Michigan 
when the emphasis was changed from wheeled vehicles to missiles. We in 
Michigan could not make the necessary change rapidly enough, and were there- 
fore outstripped by other areas which had no established industries to contend 
with, but only a vision of new ones to spark their initiative and imagination. 

(f) International trade—competition is and will continue to be a factor 4s 
unemployment in the United States will be related to our ability to produce and 
sell goods in a competitive world market. 

(g) Wage pattern is a part of a question of total stabilization of economy, and 
cannot be successfully divorced from it, nor dealt with as a separate and 
unrelated question. 

Query 6. What can be done to alleviate present unemployment? 

(a) Governmental action (Federal, State, and local.) 
(b) Private effort. 

Reply 6. (a) Government at all levels can in part start filling its anticipated 
needs: provide a source of credit to local establishments who have been actli 
mated to local conditions, but are not able to meet restrictive bank credi 
‘conditions. 
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(b) I believe much can be done in our institutions of learning to prepare and 
discipline our coming work foree of tomorrow. This can be accomplished by 
industry keeping the institutions of learning informed currently of their needs. 

Query 7. Is there a more effective way to prevent future unemployment? 

Reply 7. To prevent future unemployment, some long-range disciplining of 
economy is apparent: Better utilization of natural resources, rich capital, regu- 
Jation of promotion of distribution of finished products, and development of in- 
dividual community’s potential, its geographic advantages, etc. 


(The prepared statement of R. D. Stearns, mayor of the city of 
Saginaw, Mich., is as follows :) 


PREPARED STATEMENT OF MAYOR STEARNS 


In the absence of Mayor Stearns from the city, the following material is sub- 
mitted in reply to the questions you posed in your letter of October 21, 1959. 
It appears that: 

1. There is no precise definition of unemployment for purposes of meas- 
urements; this may be one of our greatest difficulties in coming to grips 
with this problem, since there is no agreement as to what figure represents 
the labor force at any particular date. It cannot be determined with any 
degree of accuracy at any given time what proportion of the labor force is 
unemployed. 

2. Present fact-gathering procedures are probably adequate within the 
eapacities of the available. methods and organization. Further research, 
no doubt, will refine methods and improve the accuracy of figures gathered 
by existing agencies. It is obviously a question on which a laymen’s opinion 
is of dubious value, since even the experts cannot agree in this area. 

3. Current unemployment seems to be directly related to the impact of 
the steel strike which has its greatest effect in those areas that are most 
dependent upon steel for stable local employment conditions. For this 
reason unemployment, as of the date of your letter and at present, is a 
national problem but not, as you seem to suggest, necessarily of national 
origin. Since it-has its beginning in a single basic industry that’s con- 
centrated in a few sections of the country, our present unemployment is 
rapidly becoming a national concern where previously its impact had been 
largely of a local nature. Saginaw’s unemployment had been at 10.8 per- 
cent of local labor force in August 1959, because of the effect of model 
changeover on our local segment of the automobile industry. 

As the firms began to supply the components of the 1960 models, unem- 
ployment dropped to 3.4 percent of the local labor force in September. 
When sources of steel began to close down, Saginaw was dealt a severe 
blow. It is estimated that October unemployment was at a rate in ex- 
cess of 20 percent of labor force and probably even more severe in the first 
10 days of November. Our recovery should be prompt as soon as the auto- 
mobile industry is back in production. Local unemployment, at this time, 
is definitely a result of the steel shortage. Other industries in Saginaw 
will feel the effects within a matter of days. Steel shortages had a sudden 
effect here when supplies were no longer available, because our portion 
of the automobile industry employs about one-fifth of the local labor force. 
As the 1960 models were just getting good acceptance by the public, it is 
obvious that there will be far reaching consequences on a national scale 
as a result of this lost production, because the automobile has such basic 
economic significance in this country. 

4. The answer is “Yes” to the four parts of this question. 

5. The points listed as economic factors in this question differ in degree 
of impact on various parts of the country because most industries are af- 
fected at different stages of development by the factors you enumerate. 

All of these elements interact to influence employment prospects. Auto- 
mation is changing employment patterns in Michigan, the extent of which 
cannot be measured accurately at this time or in the immediate future. 

Michigan’s industrial cities have had substantial additions to popula- 
tion. This increased the labor force at a rate greater than it can be ab- 
sorbed, thus contributing to the present unemployment picture a factor 
which is not capable of ready solution. The problem is as much social as it 
is economic. 
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In conclusion it might be pointed out that in the 30 days prior to September 
15, 1959, Michigan’s unemployment had dropped to 205,000, the lowest point 
since November 1957, as a result of increased activity in the automobile facto. 
ries and related supplier industries. A year ago, Michigan’s unemployed nun- 
bered 422,000. As of the middle of November 1959, unemployment will ex. 
ceed 300,000. Saginaw reflects these changes in about the same proportion. 
The present situation is entirely the result of the steel strike. It can be seen 
that this one factor increased Michigan’s unemployment by 100,000 or 50 per. 
cent in the space of 2 months. The crucial effect of trouble in one industry 
on the economy of this State in so short a time is all too apparent. 

Sincerely yours, 


©. A. MILLER, City Manager. 


(The prepared statement of Don F. Seyferth, mayor of the city of 
Muskegon, Mich., is as follows :) 


PREPARED STATEMENT OF Don F. SEYFERTH 


As mayor of the city of Muskegon, Mich., I wish to express the thanks of 
the community for your kind invitation to testify on occasion of your committee 
hearing in Detroit on November 12. 

I regret that circumstances preclude my personal appearance at this hear- 
ing; so, in accordance with your suggestion, the following is submitted for the 
record. 

The city of Muskegon population is 50,000, which constitutes one-third of 
the county population, the county being the labor market area. Therefore, 
all the following must of necessity refer to the total labor market area rather 
than to the city of Muskegon alone. 

Ours is a highly industrialized area. Slightly over 50 percent of all per- 
persons gainfully employed in the area are employed in manufacturing in- 
dustry. This compares with a national average of about 25 percent. And, 
of greater importance from an unemployment consideration, 89 percent of those 
employed in our manufacturing industries are in the so-called durable goods 
industries as against a national average of about 58 percent. 

Past experience confirms when business slackens off, consumers tend to first 
reduce their purchases of durable goods rather than cut down on food, cloth- 
ing, personal services, etc. This, of course, brings about an early cutting back of 
production of durable goods; and it naturally follows that an area such as ours, 
long on durable manufacturing, feels this first and harder than an area that has 
a greater percentage of nondurable goods producers. 

So we have a tendency in times of recession of experiencing a greater per- 
centage of unemployment than do many other industrial areas. 

However, we have never failed to recover from these temporary setbacks, and 
we have continued to grow and prosper. Our population has grown, since the 
1950 census, faster than the national average. Our industrial plants have in- 
creased by 90 percent since 1939, and employment in these plants has increased 
by some 76 percent over the same period. We have had as high as 19.7 percent 
unemployment in 1 year, and had it drop to less than 4 percent in a little over a 
year later. 

With this background information on our local picture, we shall comment 
on the questions posed in your communication. 


1. Is there a precise definition of unemployment? 

It is our opinion that there is not. We believe that students in high schools 
and colleges on summer vacations should not be included among the unem- 
ployed merely because during the couple months vacation they seek temporary 
jobs. As they are full-time students, they should not be considered unemployed. 
By the same token, housewives who enter the labor market only during such 
rush times as the Christmas holiday period should not likewise be counted as 
unemployed when they return to their duties as housewives. The question of 
excluding those who have retired because of reaching retirement age who might 
be seeking occasional jobs, as well as those with certain physical handicaps 
should also be considered. Including all of these in unemployed statistics gives 
an erroneous and inflated picture of unemployment. 


2. Are present fact-gathering procedures adequate? 


Samples taken by BLS are very small, but whether increasing these would 
show any appreciable difference, we do not know. Were there a precise defini- 
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tion of unemployment, this could possible be better handled by local offices of 
the State employment service; but there would be have to be definite rules on 
what constitutes unemployment, and occasional checks made to determine 
whether these were being followed. 


$. Is recent and current unemployment of national origin, or is it a problem 
for certain industries and certain geographical units? 

The unemployment starting in the latter half of 1957 and which was pretty 
well cleared up in the first half of 1959 appeared to be centered pretty much in a 
few durable goods industries such as autos, machine tools, household equipment, 
ete. Areas in which production of these items predominate appeared to suffer 
the heaviest unemployment, along with areas that produce components. Current 
unemployment, were it not for the steel strike, would not be a problem. It 
would be down to what is considered “normal” unemployment. 


4. Is there a relationship between unemployment and (a) age, (0) race, (Cc) 
employment skills and (dad) educational achievement? 

There apparently is some relationship. Those in the younger age group usually 
suffer the largest percentage of unemployment in any rececession as they have 
the least seniority and are the first laid off and the last recalled. 

A study showed that there was a greater proportion of nonwhites unemployed 
in the recent recession than of whites. This is possibly due to the greater per- 
eentage of nonwhites employed in nonskilled jobs. Those with lesser employ- 
ment skills, which no doubt includes those with lesser educational achievement, 
are more likely to become unemployed because of the desire of employers to 
retain those with greater skills and who can be shifted to different jobs because 
of having greater skills. 


5. What economic factors are important in the incidence of unemployment? 

(a) Automation may have a direct and immedite effect on certain individ- 
uals, but over the long run and over the economy as a whole, past experience 
would seem to show that this is more beneficial than detrimental. The greatest 
period of automation came about over the past 100 years in this country; 100 
years ago, there were jobs for only 30 percent of the population, including 
agricultural jobs. Today, after absorbing this 100 years of automation, jobs are 
available for about 41 percent of the population.. We’ve had automation ever 
since man first began to think, yet job opportunities have continued to increase. 
Scores of examples can be cited, but it is only necessary to take a look at the 
auto industry. Autos were made available to all because prices were brought 
down to where all could afford them. It has been pointed out that if we were 
still making autos by the same methods used 50 years ago, the auto that can be 
bought for $3,000 today would cost about $80,000. Who, then, could buy 
them, and what would happen to the millions of jobs made possible by that indus- 
try and its related industries and services. 

(b) It is doubtful that changing population: patterns have any effect on 
unemployment. The increase in population in those areas such as Michigan and 
the West and Southwest is the result of industrial activity in those areas. 
People go to where jobs are available. The decrease in population over the past 
decade has occurred in those areas with the smallest concentration of industry. 
Of course, unemployment is heavier in those areas of concentration of popu- 
lation because that is where the jobs are concentrated. 

(c) In this day of good roads, there is no transportation problem. 

(d@) The desire of a business to locate near its source of raw materials, or 
where its parts suppliers are located will at times dictate the relocation of a 
business, causing some unemployment in the area it left. However, this would 
not seem to cause any overall unemployment, as it will hire in its new location. 

(e) Government procurement programs have had some effect in Michigan 
as national defense requirements have changed. The trucks, tanks, aircraft, and 
components of these, which Michigan industries were geared to produce, have 
greatly fallen off in demand. A considerable proportion of Michigan’s unem- 
ployment can be attributed to this. 

(f) International trade competition is a growing factor in our unemployment 
problem. This is particularly true of the durable goods industries and textiles. 
This is a long-range problem with many facets. Our high labor costs are an 
important part of this. The tendency over the past few years has been to give 
labor the major share or all of the savings in costs through technological im- 
provements. As a result, our selling prices have remained at high levels making 
us noncompetitive with the low labor costs of foreign countries. 





1188 UNEMPLOYMENT PROBLEMS 


(g) Wages: Michigan is one of the highest wage areas in the country, and 
this has great bearing on location or relocation of a business. High labor costs 
have caused some industries to relocate to remain competitive, and have caused 
others to bypass Michigan when seeking new locations. According to BLS, the 
average hourly earnings in manufacturing in the country were $2.24 in June 
1959, the latest month for which figures are avalaible. In the same month they 
were $2.66 in Michigan. In the Muskegon area they were $2.52. It might be 
argued that our high average rate is due to our having more durable goods in- 
dustries, where higher wages have historically been paid ; but in the same month, 
the average for those industries nationwide was $2.40. The average for those 
industries in our area was about $2.60. Such great variations are probably part 
of the reason for higher unemployment in Michigan. 

(h) Other: Among the deterrents to business in Michigan is the constant 
threat over the past few years of increased taxation on business. Although 
Michigan is near the top now in the proportion of taxes paid by business, the 
constant efforts to pile more and more on top of what we already have contribute 
their share to unemployment by deterring new business from starting or locating 
here and others from expanding here. These new businesses and expansions are 
sorely needed to provide jobs for our rapidly growing population. A second, 
equitable tax climate is very much needed for Michigan. 


6. What can be done to relieve present unemployment? 


Government at all levels can contribute best by keeping costs of government 
as low as possible, avoiding deficits, which contribute to inflation. This would 
allow for tax reductions. Tax reductions for the individual leave him with more 
spendable income, thereby creating more purchasing power, satisfying needs for 
goods and services which, in turn, create employment. It leaves more money in 
the hands of investors to invest in new and expanded business, creating more 
employment. Lower corporation taxes mean more for expansion and modern- 
ization and creation of new products, all of which create new jobs. 

A tax program along the lines of the Herlong-Baker proposals would allow 
greater purchasing power, more jobs, and more business, and thus no doubt re 
sulting in as much tax revenue to government at the lower rates. The Federal 
Government should return to the States and local government some of the pro- 
grams it now carries on. Michigan, it appears, pays the Federal Government 
about $1.38 to get back $1 in benefits. 


7. Is there a more effective way to prevent future unemployment? 

Unless the Government wants to dictate what its citizens may buy, when they 
may buy it, and how much they may buy and at what price, there appears to be 
no way to avoid the recessions that occur from time to time. When the con- 
sumers’ pipelines are filled, they just stop buying. When prices get too high as 
the result of inflationary forces, people refuse to pay the high prices and stop 
buying. 

If government at all levels will curb deficit financing and thus curb inflation; 
if labor, which receives some 70 percent of the national income, will curb push- 
ing up labor costs, thus increasing prices—we will go a long way toward keeping 
unemployment at the level which is considered “normal.” 

Very truly yours, 
Don F. SEYFERTH, 
Mayor, City of Muskegon. 

Note.—All statistical data for this report supplied and verified by Mr. R. J. 

Mason, secretary-manager of Greater Muskegon Manufacturers Association. 


(A communication from Harvey H. Horn, Ferndale, Mich., ad- 
dressed to the Detroit News, is as follows :) 


FERNDALE, Micu., November 12, 1959. 
The Detroit News, 
Public Letter Bow: 


I see by the newspapers that the U.S. Senate committee is in Detroit holding 
hearings on unemployment; also at this time the Michigan State Legislature 
is seeking ways of raising money to run the State. As a citizen of this com- 
munity for over 40 years and an industrial employee for nearly that long, also a 
reader of your newspaper for that entire time I beg of you to publish this. 
(You did not see fit to publish the last letter I wrote on this subject.) 
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The one outstanding contributing factor to unemployment in this State is 
overtime, whereby a minority of employees work long hours at certain seasons 
of the year so that all may be laid off at other times. The skilled and semi- 
skilled help that get most of this overtime are too greedy to protest although 
itis a known fact that long hours contribute to ill health. 

The management in their lust for profits are too shortsighted to understand 
that the rat race between them and their competitors really contribute nothing 
to their lasting prosperity. 

During the war all industry being short of skilled help upgraded unskilled 
help to semiskilled and skilled help. This same practice should be in vogue 
today. 

This would involve a somewhat longer changeover period in some industries 
with more men employed, and perhaps assembly lines would not get rolling 
quite as quick, but they would run more months per year with a more equal distri- 
bution of work and certainly a greater distribution of purchasing power. 

This would lessen the need for welfare tax and unemployment tax, which 
should appeal to all taxpayers. 

And perhaps the greatest good of all would be to restore to the thousands of 
unemployed U.S. citizens a sense of dignity that they have all but lost during this 
rat race. 

Why not a law compelling an employer to bring all his men back before allowing 
him to resort to overtime? 

Why not a law taxing overtime pay both to the employer who pays it and the 
worker who receives it? Such a tax would go a long way toward paying the cost 
of unemployment and welfare expense. 

You may edit this, rewrite it in part or complete but for the sake of the 
thousands of unemployed in this community don’t just ignore it. I think this 
germ of an idea should be given enough publicity so that the heads of our great 
industries, and our unions, and our State government should consider it. 

Sincerely, 
Harvey H. Horn. 


Chairman McCartruy. The committee will meet again at 9:30 to- 
morrow morning. 


(Whereupon, at 5:30 p.m., the committee recessed, to reconvene at 
9:30 a.m., Friday, November 13, 1959.) 
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FRIDAY, NOVEMBER 13, 1959 


U.S. SENATE, 
SprecraL COMMITTEE ON UNEMPLOYMENT PROBLEMS, 
Detroit, Mich. 
The special committee met, pursuant to notice, at 9:30 a.m., in the 
McGregor Memorial Center, Wayne University, Detroit, Mich., Sena- 
tor Pat McNamara presiding. 
Also present : Lawrence C. Merthan, staff director; Samuel V. Mer- 
rick, counsel; and Harold Brown, assistant to administrative director. 
Senator McNamara (presiding). The hearing will be in order. 


The first witness we have on the list this morning who is present is 
Al Barbour. 









STATEMENT OF AL BARBOUR, PRESIDENT, WAYNE COUNTY AFL-CIO 
COUNCIL, DETROIT, MICH., ACCOMPANIED BY JOHN WILLIAMS, 
WAYNE COUNTY AFL-CIO COUNCIL, DETROIT, MICH. 


Senator McNamara. Do you have a prepared statement, Mr. Bar- 
bour ? 

Mr. Barsour. I do, Senator. 

Senator McNamara. It will be printed in full in the record, and 
you may read it or summarize it as it suits you best. 

(The prepared statement of Mr. Barbour follows :) 


PREPARED STATEMENT OF AL BARBOUR 







In any evaluation of unemployment as its affects Detroit and Michigan, the 
onclusions are inescapable that the problems arising from unemployment are 
imply too great in scope for the city or State to handle by themselves. Im- 
acted in early 1957 with unemployment arising in major part from national 
ponomice policies, neither the State of Michigan nor Detroit is capable of lifting 
tself by its economic bootstraps. If the principle that partially or near totally 
lepressed areas and resultant unemployment are parts of an economic whole is 
kccepted, then the principle that national policies and programs—working with 
fud through the appropriate State and local agencies—should also be accepted 
nd brought into being. A considerable number of people were and still are 
vivinced that this was the meaning of the Full Employment Act passed by the 
‘S. Congress in 1946. 

In this regard we should like to point out that national defense efforts coupled 
ith decentralization of basic industry have had tremendous economic effect on 
lichigan and Detroit in the last 5 years. Changes in defense procurement 
licies alone it is estimated have resulted in a loss of 120,000 to 130,000 jobs. 
Source: Governor’s Emergency Indstrial Production Commission.) There is no 
ethod of gaging what effect this has had on the Michigan scene as a whole but 
'Sreasonable to assume that where the Federal Government shifts or changes 


rocurement policies it has a responsibility to aid in the resultant economic dis- 
‘ation that ensues. 
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Add to this a growing and expanding population, an accelerated introduction of 
automated and technological productive processes into industry and considerable 
in-migration and it is apparent why Michigan and Detroit have had severe periods 
of economic dislocation. The drain on the financial resources of the State and 
city to meet this situation have been large, to say nothing about the sociological 
cost which can never be made up. 










Relief costs in the city of Detroit due to unemployment 



















































ny 100s IES BOD 6s eer eh eewames $6, 694, 000 
RR EO IR BR on een ceescbeoee ween naemn 9, 907, 000 
DaMUary 2 SPEAR? Bees.no ee Lok... ade bakwcememme 10, 193, 000 i 
BRRURT TT DPPERIOD BOO inc ian octane ekkeneedo nen enenanammae 11, 611, 000 ( 
SPOT AD ann gr eater me nak Slew esis ine 14, 070, 000 
RET 00 OE BN iii ts orrnndcemiennenecumntbemmawangenies f 
Number of people receiving direct relief * a 
prs Las SS 5, 585 V 
II TNO honk hos ete tk tg ceed aed waits bese deltenteenspedeapans 16, 007 
1No figures available for 1957. al 
In trying to make our contribution on this problem, the Wayne County AFL- . 
C1O and its affiliated unions have worked with both the public and private N 
agencies at the State and local levels to cushion the shock of those most vitally " 
concerned—the unemployed themselves. 
Our AFL-CIO community services program has developed and broadened a M 
program of training for union counselors through which we attempt to relate 
needs as they arise to existing resources and facilities. We have held confer. 
ences to which we have invited city, county, and State officials to meet with of 
trade union leaders to discuss programs and policies of health, welfare, educa- on 
tion, and recreation. 
Other spokesmen for the AFL-CIO, while testifying before the committee, ha 
have developed in detail our position in regard to specific programs and policies 
as to how that assistance can be rendered from the Federal level. Social secu- me 
rity improvements, Federal unemployment compensation standards, higher levels col 
of minimum wages, aid to depressed areas, public works, school aid, and the like th; 
we join in supporting because these are some of the methods through which ers 
we can begin to combat the sheer misery that enforced and involuntary u.- 
employment brings to men and their families. we 
Other areas that can be of help are programs of job training, vocational nal 
aptitude tests, and employment evaluations. The AFL-CIO has long advocated of 
programs of this nature but our efforts have fallen on deaf ears at the State we 
legislative level because of alleged costs. We submit that it is far more costly d 
to condemn a worker to enforced, involuntary idleness for long periods of time 01 
than it would be to train and fit him for a job either locally or in another area pre 
where the acquired skill might be used. pol 
We submit that if the Federal Government—which has already adopted a anc 
policy of responsibility for unemployment in the Full Employment Act of 1946— 
really wants to implement that responsibility, no better start can be made than A 
by (1) determining where the pockets of unemployment exist; (2) determining was 
why they exist and if anything is being done at the State and local level tt the 
alleviate the situation; (3) determine what skills are required in other areas has 
of the economy; (4) train workers in these skills in conjunction with State 
and local authorities; (5) through this coordinated effort make it possible fo the 
workers to transport themselves and their families to possible new jobs. Thes4 F 
can be done if the Federal, State, and local governments will apply their col esti 
lective wills and techniques to the task. In part these types of programs ha‘4 for 
already been accomplished by agreement between industry, labor, and goverl 
ment here in Detroit. ome 
Eight hundred and eighty-five jobs open to transfer from Dodge plant 4 Ish 
Detroit to St. Louis Chrysler plant. Over 700 signed to go. Over 400 requird as o 
help and were given transportation assistance re welfare department and Sal W 
vation Army and veterans’ trust fund. (Average $23.) h 
Additional workers would have gone had financial resources been availabl t 6 | 
Other side of the coin is the Square D concern here in Detroit; when Square! the 
moved part of its operation because of market availability from Detroit " has ; 
Lexington, Ky., even though the workers wanted to move, the company woul ensu 






not agree to transfer them. There were 800 workers involved in this situation 
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While we recognize that these programs along with those previously suggested 
cost money, we submit that they are no more costly than the sociological price 
of unemployment. As a matter of fact, they could be implemented at far less 
cost than some sectors of our defense program and perhaps are far more 
valuable because they involve our fellow citizens and human beings. 

We appreciate the opportunity to present on behalf of the Wayne County 
AFL-CIO these points of view. We believe your honorable committee is per- 
forming a valuable public service by these hearings. We hope the committee 
will be successful in developing sufficient information on the question of unem- 
ployment that it will lead to legislation, programs and policies. 

Veterans’ trust fund provided transportation and other relief for 83 people 
involved in the transfer from the Dodge plant in Detroit to the St. Louis 
Chrysler plant. 

Thus far this year the veterans’ trust fund has provided relief to 31 persons 
from Detroit to the Twinsburg stamping plant. (A larger number were helped 
last year but those figures are not available.) 

The trust fund assisted 22 people transferring from Detroit to the Kenosha, 
Wis., American Motors plant. 

Transportation was provided to two individuals from Detroit to Los Angeles 
and other expenses were provided by the veterans‘ trust fund to two individuals 
to Wilmington, Del. Transportation and costs were provided by the trust fund 
to six persons from the National Auto here in Detroit to the Philmont Corp. in 
New Jersey. 

Senator McNamara. You may proceed in your own manner, sir. 
Mr. Barbour represents the Wayne County AFL-CIO of Detroit. 

Mr. Barsour. Senator McNamara, we appreciate this opportunity 
of being given some time to present our viewpoints on unemployment 
on behalf of Wayne County AFL-CIO. | ; 

To start out with, I would like to point out that despite what we 
have been able to do in the community—as I get further in the state- 
ment I will attempt to indicate what we have attempted to do in the 
community to alleviate unemployment—we have come to the conclusion 
that despite these efforts we have got to have some help from the Fed- 
eral and national level. What we say in effect is that ever since we 
were hit early in 1957 with unemployment arising in major part from 
national economic policies, neither the State of Michigan nor the city 
of Detroit has been capable to lifting itself by its own bootstrap. If 
we accept the policy that totally or partially depressed areas—we 
don’t claim that Detroit is totally depressed, but it is partially de- 
pressed—if this principle is accepted, then the principle of national 
policies and programs working with and through appropriate State 
and local agencies should also penne and brought under control. 
A considerable number of people still were of the opinion that this 
was the meaning of the Full Unemployment Act of 1946 passed by 
the U.S. Congress. In this regard we should like to point out that that 
has had a tremendous economic impact on Detroit and Michigan in 
the last 5 years. ats ; 

For example, changes in defense procurement policies alone, it is 
estimated, have resulted in a loss of 120,000 jobs. And as the source 
for this information, we quote the statistics and data from the Gov- 
ernor’s Emergency Industrial Production Commission. Incidentally, 
I should indicate that that commission has now gone out of existence 
as of about 8 months ago. ; 

While there is no method of gambling what effect this has had on 
the Michigan scene as a whole, it is reasonable to assume that where 
the Federal Government shifts or changes procurement policies, it 
has a responsibility to aid in the resultant economic dislocation that 
ensues. 


. 47557 O—60—pt. 327 
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Add to this a growing and expanding population, an accelerated 
introduction of automated and technological productive processes into 
industry and considerable in-migration and it is apparent why Mich- 
igan and Detroit have had several periods of economic dislocation. 
The drain on the financial resources of the State and city to meet this 
situation have been large, to say nothing about the sociological cost 
which can never be made up. 

I would like to quote some figures from the source of which is the 
Detroit Welfare Department, in terms of cost. 

Going back to 1953, when, despite all assurances from the Federal 
level to the contrary, we had a degree of prosperity, in the year 1953 
Detroit Welfare nae budgetary figures from the city of 
Detroit show that we spent $6,694,000 on relief. In 1954, this was 
increased to $9,970,000. In 1955, it went to $10,193,000. And in 
1956 it rose to $11,611,000. In 1957 it was $14,700,000. And for the 
year 1958, it rose to $24,896,000. 

So that from 1953 to 1958, our welfare costs alone in the city of 
Detroit rose from $6 million to $25 million. 

In trying to make our constructions on this problem, the Wayne 
County AFL-CIO and its affiliated unions have worked with both 
the public and private agencies at the State and local levels to cushion 
the shock of those most vitally concerned—the unemployed themselves. 

Our AFL-CIO community services program has developed and 
broadened a program of training for union counselors through which 
we attempt to relate needs as they arise to existing resources and facili- 
ties. We have held conferences to which we have invited city, county 
and State officials to meet with trade union leaders to discuss programs 
and policies on health, welfare, education, and recreation. And 
through this method we have trained ple throughout the State, 
and particularly in Wayne County and the metropolitan area, to work 
with and through both public and private agencies so that in many 
areas they are now contacting to form utilization of programs and 
policies in this health and welfare field in the Detroit area and State 
of Michigan. What we do is try to train union leadership where 
these problems become acute for the local unit, where the member 
gravitates for counsel and advice, we try to train the locality to 
provide it. 

In addition to that, we have also established service centers for 
the workers throughout the State and the metropolitan area. And 
then in the other areas of activity we have engaged in, we have worked 
with the Governor’s Emergency Industrial Commission, the Michigan 
Economic Development, the Citizens Redevelopment Corporation, the 
Detroit Industrial and Commercial Development Committee, the 
Detroit City Planning Commission, the Detroit Housing Commission, 
the Detroit Welfare Department, the Wayne County Bureau of 
Social Aid, and a number of other State and city agencies. 

Now, despite all of these efforts that we have made as a trade union 
to help in this situation, and to deal with unemployment and its 
impact on the worker, and despite a pick up in automotive unemploy- 
ment, there are still 130,000 unemployed in the Detroit area, or 9.1 
percent of the Detroit force as of September 1959. The source of 
this information is the Michigan Unemployment Security Commission. 

We would like to stress that such employment as has taken place 1s 
predicated in large measure on an upsurge of car buying of the new 
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models. Now, what effect the current steel wage is going to have on 
the continuation of this buying, no one can predict. But 1 year ago 
the figure for unemployment in the Detorit area was 275,000. And 
we have, of course, as the source of this information again the Michi- 
gan Unemployment poe Commission. And from the same source 
we learn that 251,000 people exhausted unemployment compensation 
benefits as of January 1959. When 6 percent of the work force con- 
stitutes a labor surplus classification area in the judgment of the 
U.S. Department of Labor, and every conceivable effort has then been 
made to improve this situation by local and public private agencies, 
and there is still 9.1 percent unemployed, it is submitted that assist- 
ance is required by the community ‘over and above its own efforts. 

It is noteworthy in one aspect of this problem that the contracts 
between industry and UAW as they relate to seniority provisions, 
have had a benefit on those less able to withstand long periods of un- 
employment, and that is the over 40 age group. We think this points 
the direction in which public and private policies can be channeled. 
And while we don’t claim that the areawide seniority agreements 
are an answer in themselves, they are one of the answers by which 
and through which we can begin to meet this problem. 

Now, other spokesmen for the AFL-CIO in testifying before the 
committee have developed in detail our position in regard to specific 

rograms and policies as to how that assistance from the Federal 
evel can be rendered. Social security improvements, Federal unem- 
ployment compensation standards, higher levels of minimum wages, 
aid to depressed areas, public works, school aid and the like we join 
in supporting because these are some of the methods through which 
we can begin to combat the sheer misery that enforced and voluntary 
unemployment brings to men and their families. 

For example, the State agency, the Michigan Unemployment State 
‘Security Commission perhaps could provide the funds to do the job 
and make better evaluations than they now make of where jobs are 
possible or where jobs are about to open up. Now, we have advocated 
at the State level, programs of this nature, but our efforts have fallen 
or rather differ at State legislative level because of alleged costs. 
And we would like to submit that it is far more costly to condemn 
a worker to enforced voluntary idleness for long periods of time 
than it would be to try and fit him for a job either locally or in another 
area where the required skills might be used. 

We submit that if the Federal Government—which has alread 
adopted a policy of responsibility for unemployment in the Full 
Employment Act of 1946—really wants to implement that responsi- 
bility, no better start can be made than by (1) determining where 
the pockets of unemployment exist—that is to say the chronic 
pockets of unemployment—(2) determining why they exist and if 
anything is being done at the State and local level to alleviate the 
situation; (3) determine what skills are required in other areas 
of the economy]; (4) train workers in these skills in conjunction with 
State and local authorities; (5) through this coordinated effort make 
it possible for workers to transport themselves and their families to 
possible new jobs. These can be done if the Federal, State, and local 
governments will apply their collective wills and techniques to the 
task. In part, these types of programs have already been accom- 
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plished by agreement between industry and government here in De- 
troit. And on that we would like to submit some figures that we 
have in relation to a number of situations that have arisen in Detroit 
area in the past 6 months. 

For example, in the transferral of work and production from the 
Dodge plant here in Detroit to the new St. Louis plant, the present 
corporation, there were a total of 885 jobs opened up with the Dodge 
workers. Of this number of jobs opened up, in accordance with the 
agreement between the union and the corporation, there were over 700 
people signed up. Of the 700 people who signed up to go, to transfer 
from Detroit to St. Louis, over 400 of them required help, and were 
given in part some of that help by the local agencies. 

For example, the Salvation Army, through the efforts of the United 
Foundation of the City of Detroit, advanced some money. The De- 
troit Welfare Department advanced some money for transportation. 
And the Michigan Veterans Trust Fund advanced some money. 

But what we would like to underscore and underline here, is that 
despite the efforts of those agencies to give a minimum of help—and 
this is what it constituted—to enable the man to transfer himself 
to the point where the job opened up, this in itself did not answer the 
problem. We have the data and statistics available, which we won't 
at this point go into. But let me cite you, for example, what happens. 
The man gets transportation from whatever source he gets it, either 
the Salvation Army, the Detroit Welfare Department of the veterans 
fund, and then goes on to St. Louis, and because of the procedure 
inherent in production and because of schedules in production, he 
then has to find himself a place to live, he has to have some money 
to exist on until such point as he can draw a paycheck. And when 
you get in that kind of situation, we submit that it is far better for 
State, Federal, and local agencies to be able to handle this in conjunc- 
tion, for example, with the industry itself, and enable the person or 
persons who are doing the transferring to exist until such time as 
they can get a check, and can be helped in that regard. 

Now, while we recognize that these programs along with those pre- 
viously suggested cost money, we submit that they are no more costly 
than the sociological price of unemployment. As a matter of fact, 
they could be implemented at far less cost than some sectors of our 
defense program and perhaps are far more valuable because they 
involve our fellow citizens and human beings. 

We appreciate the opportunity to present on behalf of the Wayne 
County AFL-CIO these points of view. We believe your honorable 
committee is performing a valuable public service by these hearings. 
We hope the committee will be successful in developing sufficient 
information on the question of unemployment that it will lead to 
legislation, programs, and policies that will enable us to meet. with 
this situation. 

One more ane I would like to make, and that is this: In the testi- 
mony given by some of the previous speakers—and I have no reason 
to doubt that testimony, as a matter of fact, I have been given figures 
and data and statistics that would tend to corroborate that these points 
of view are correct—if they are correct, then we can look forward in 
Detroit to continuing unemployment, and not alone continuing un- 
employment because of the reasons set forth, but we can look forward 
in the absence of Federal legislation to being completely unable to 
cope with the situation as it arises, particularly where we have an 
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opportunity to transfer workers. Without going into the other aspects 
of the problems that relate to unemployment, this, it seems to us, is 
one important aspect of it. And we did get some degree of balance 
in our national economy. Despite some feelings on the part of some 
of us that they might be enlarged in scope and character, there are 
some items as—for example, defense procurement policies—that could 
be orientated toward what we are talking about. 

For example, there are a number of workers around the Detroit 
metropolitan area and in Michigan who by previous experience and 
work in terms of defense procurements have acquired skills, And we 
think these skills are being allowed to deteriorate and rust. 

And, we submit finally, Mr. Chairman, in conclusion, that the 
Federal Government, if it develops legislation that enables those 
workers to apply these skills at the area where the Federal Government 
most needs them, gets the type of legislation we are talking about, 
then collectively we think the Federal Government, the State, and 
the local authorities can in to move in this particular area. 

Now, thank you very much, Senator McNamara. 

Senator McNamara, Thank you, Mr. Barbour. 

You present some interesting figures, particularly regarding the 
welfare load. You indicate from 1953 to 1958 the welfare load in- 
creased from $6 million plus to $24 million. The major of the city of 
Detroit was here yesterday, and he indicated for the record that he 
expected the 12 percent or more unemployment in the foreseeable 
future in the city of Detroit. 

Now, are those welfare funds made up totally by a tax on property 
in the city ? 


Mr. Barsour. No; they come from all sources, mostly a tax on the 
property in terms of the total budget of the city. And I might add 
that the og of Detroit spends = to 1.5 mills on welfare, and then it 


isaided by State help by virture of State legislation. 

Senator NcNamara. Now, do you know what percentage comes from 
taxeson property? Do you havean approximate figure? 

Mr. Barsour. No; I do not. 

Senator McNamara. We can get that for the record. We do want 
it for the record. 

You mentioned chronic pockets of unemployment. A very gloomy 

icture was painted by the mayor yesterday, as well as others, which 
indicates that there is going to be a continuation of chronic unemploy- 
ment in this area for, as they put it, the foreseeable future. Is your 
analysis of the situation in line with that? 

Mr. Barsour. I agree with the premise that the mayor projected 
this on. By virtue of the fact that I have served as labor representa- 
tive on two basic committees in the community which had to do with 
those matters, and from all of the projects we can get, of the local 
level, as well as the State, we can fully expect that unless we can get 
some aid, and we can develop the capital programs, and we can de- 
velop public works—and, for example, in addition to this, entice indus- 
try into the area—we can fully expect our unemployment to continue 
from the present 9.1 to 12 percent. 

Senator McNamara. Well, thank you very much. We appreciate 
your testimony, and I assure you that we will give it every considera- 
tion when we are marking our recommendations to the U.S. Senate. 

Mr. Wilbur Cohen, School of Social Work, University of Michigan 
at Ann Arbor, is our next witness. 
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STATEMENT OF WILBUR COHEN, SCHOOL OF SOCIAL WORK, 
UNIVERSITY OF MICHIGAN, ANN ARBOR, MICH. 


Senator McNamara. You seem to come prepared with statistics 
Do you have a prepared statement ? 


r. Conen. Yes. 
Senator McNamara. If so, we would like the recorder to have: 


co . . . . 
The statement will be printed in its entirety in the record at this 
int, and we would like you to summarize in your own manner, Dr, 


oO 
Eaten, 
(The prepared statement of Mr. Cohen follows :) 


NEEDED IMPROVEMENTS IN UNEMPLOYMENT INSURANCE AND UNEMPLOY MEN! 
ASSISTANCE PROGRAMS * 


Prepared statement of Wilbur J. Cohen, Professor of Public Welfare 


Administration, School of Social Work, University of Michigan 


I am Wilbur J. Cohen, professor of public welfare administration, School of 
Social Work, at the University of Michigan, Ann Arbor, Mich. 

I was formerly director of the Division of Research and Statistics of the 
Social Security Administration in the Department of Health, Education, and 
Welfare. At the present time, I am a public member of the Advisory Council 
on Public Assistance established by Congress pursuant to the Social Security 
Amendments of 1958. I was a member of the research staff of the Committee on 
Economic Security in 1934-35 which drafted the original social security program, 


I. THE BASIS OF RECOMMENDATIONS 


Several nationwide surveys on unemployment and unemployment insurance 
have been made since 1958 by the survey research center at the University of 
Michigan in cooperation with faculty members in the Department of Economics 
and the School of Social Work. 

An additional survey is now underway; plans have been completed for at 
least one and possibly two additional nationwide surveys next year. 

From the surveys already completed, we have obtained new and valuable infor. 
mation on the characteristics of the unemployed during the 1957-58 recession. 
From the surveys to be taken next year we hope to throw additional light on the 
unemployed during the entire period 1955 to 1959. 

These surveys have been coupled with an analysis of other relevant data from 
the U.S. Department of Labor and the Census Bureau and with intensive studies 
of the functioning of our unemployment insurance, public assistance, and social 
security programs. We are attempting to appraise the performance of these 
programs, their contributions and their inadequacies, as well as the kinds of 
changes needed to improve the programs and to make them meet more effectively 
the changing requirements of the labor force and of our economy. 

We have published some of the observations and recommendations in a brief 
preliminary report entitled “Significant Findings on the Impact of the 1957-58 
Recession in Relation to Unemployment Insurance” (February 1959). I am 
attaching this report to my testimony and request that it be included in the rec- 
ord at the end of my statement. 

I shall highlight a few of our more important and interesting findings and 
bring them up to date on the basis of our most recent research. I have selected 
10 major findings from a wealth of material from our current studies. 


4A statement presented to the s 
Detroit Mike Fa 2 nese. pecial Senate Committee on Unemployment Problems, 
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II. TEN SELECTED MAJOR FINDINGS 


1. Impact of unemployment on families 

Eighteen percent of all families in the Nation had one or more family members 
unemployed during the year 1958. 

In 14 percent of the families the head experienced some unemployment. 

In an additional 4 percent of the families another member experienced some 
unemployment. 


2, Number of unemployed 

Some 14.1 million persons experienced a period of unemployment during 1958. 
This compares with about 11.6 million in 1957 and 10.7 million in 1955. 

Thus, there was an increase of about 3.4 million unemployed individuals in 
1958 over 1955 and an increase of 2.5 million over 1957. 


3. Rate of unemployment 


The percentage of the labor force unemployed in 1958 was about 18 percent 
compared to about 14.7 percent in 1957 and 14 percent in 1955. 


}. Receipt of unemployment insurance 

About 40 percent of all unemployed persons in 1958 did not receive any un- 
employment insurance benefits. 

About 25 percent of the unemployed received unemployment insurance benefits 
for part of the time they were unemployed. 

About 35 percent of the unemployed received benefits for all or practically 
all of their unemployment. 


5, Unemployment insurance benefits 

In April 1958 total unemployment insurance payments were $437 million, 
equivalent to $5% billion at an annual rate. 

A total of $600 million was paid under the Temporary Unemployment Com- 
pensation Act of 1958 to 2 million persons. The average beneficiary under the 
temporary program received a weekly benefit of about $30 for 10 weeks, or a 
total of $300. 


6. Unemployment insurance potential 


If unemployment insurance benefits had been paid at a rate of 50 percent of 
average wages instead of the approximately 37 percent actually paid, and, if 
coverage had been broadened, and the maximum duration of benefits had been 
39 weeks in all States for the entire period of the recession—about $1.5 to $2 
billion additional would have been disbursed in 1958 to unemployed individuals. 


7. General assistance caseloads 

The number of individuals in the United States receiving general assistance 
(direct relief) in April 1958, was 1,314,000. This was an increase of over 550,000 
individuals from April 1956. 
8. Local financing of general assistance 

In 16 States, the localities had to supply all needed funds for general 
assistance. 
9. Liquid assets of the unemployed 


Sixty percent of those unemployed 26 weeks or more in 1958 had no liquid 
assets, 


10. Employment of wife of unemployed workers 

About 70 percent of all those unemployed 26 weeks or more in 1958 did not 
have a wife or their wife had no income. 

In about 10 percent of the total cases, the wife received.up to one-third of the 
unit's income; in about 20 percent, the wife received more than a third. 
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III. SOME OBSERVATIONS AND RECOMMENDATIONS 


During the postwar period, the United States has experienced three brief and 
mild recessions: 1949-50, 1953-54, and 1957-58. If these patterns are con- 
tinued, we are likely to have a similar type of recession in 1961-62. 

The losses in gross national product in our economy due to these recessions 
were estimated at $46 billion in 1949-50, $33 billion in 1953-54, and about $35 
billion in 1957-58. In addition, the recessions retarded the longer-range pace 
of economic progress to the extent of $300 billion. Thus, the cumulative loss in 
gross national product over the 12-year period has been more than $400 billion. 

Another recession in 1961-62 may mean a long-run total loss, direct and 
indirect, in gross national product of $150 billion. 

In the light of these considerations, in what way should we give consideration 
to revisions in our unemployment insurance program? 

It is now clear from recent experience that in its present form our Federal- 
State unemployment insurance system does not afford sufficient protection to 
unemployed persons and their families during a recession. 

Early in 1958, after the recession had begun, the executive and legislative 
branches of the Federal Government concluded that the Federal-State system 
of unemployment insurance was not adequate to meet the unemployment emer- 
gency without Federal action. As a result, Congress passed and the President 
signed an emergency stop-gap bill to provide temporary unemployment compen- 
sation benefits by advancing funds to the States to increase the duration of 
State benefits by 50 percent. 

At the time Congress took emergency action there was in excess of $8 billion 
in the State unemployment insurance reserve funds. But a very large propor- 
tion of this money was not available in States experiencing heavy unemployment. 
As a result, on January 1, 1959, there was a total of nearly $7 billion in these 
unemployment reserves which was available but had not been used. Yet, during 
the last 6 months of 1958, the Federal Government had to advance to the States 
over $300 million out of general revenues, under the temporary unemployment 
compensation program, to meet the need for increased duration of unemploy- 
ment benefits. 

The weaknesses in our Federal-State unemployment insurance system thus 
were clearly demonstrated by this need for emergency Federal legislation for 
loans while there were substantial overall reserves. 

This recent experience demonstrates the need for strengthening the national 
responsibility for unemployment insurance and unemployment assistance on a 
permanent basis. Federal legislation is needed, therefore, to establish : 

1. A nationwide reinsurance fund in order to equalize excessive costs of unem- 
ployment insurance in States experiencing a high incidence or prolonged dura- 
tion of unemployment ; 

2. A specific minimum number of weeks of benefits applicable to all States for 
all unemployed persons having a recent substantial employment history ; 

3. A specific minimum proportion of weekly earnings which the great majority 
of unemployed in all States should receive subject to a defined maximum weekly 
benefit amount ; 

4. Nationwide coverage on a broadened basis, including all employees having 
a substantial attachment to the labor force ; 

5. A federally financed, but State administered, system of supplementary un- 
employment insurance benefits to the longer term unemployed ; 

6. Federal grants to the States for general assistance including the unemployed 
and their families. 

The changes recommended would retain the basic responsibility for unem- 
ployment insurance and public assistance in the individual States. At the same 
time, however, recognition would be given to the fact that the Federal Govern- 
ment should have a responsibility to assist the States to meet unemployment 
which cannot effectively be handled exclusively on an individual State-by-State 
basis. 

In my opinion, the great majority of eligible unemployed claimants should 
receive at least one-half of their normal full-time gross weekly earnings. States 
and employers could be given a period of 6 years to accomplish this objective. 
The great majority of eligible claimants in a State should receive at least 4 
percent of their normal full-time gross weekly earnings for the first 2 years fol- 
lowing the effective date of the standards; for the next 2 years, not less than 45 
percent, and after that not less than 50 percent. In order to provide benefits at 
these levels, States would have to make changes in their benefit structure in- 
cluding increasing the maximum weekly benefit amount. 
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Since a major impact of the recession was on younger workers with families, it 
was especially unfortunate that most State umemployment insurance laws did 
not provide for benefits in relation to the number of dependents. Only 11 States 
had such provisions. Dependents’ benefits should be included as an integral part 
of each State unemployment insurance program. 

In considering how to finance any system of supplementary unemployment in- 
surance benefits to the long-term unemployed, it should be remembered that the 
Federal Government has collected an excess of about $750 million from the 
Federal Unemployment Tax Act. This sum can be used to establish any new 
benefit program. 

Two other revisions which are worth consideration are as follows: 

1. Repeal of section 3303 of the Internal Revenue Code relating to conditions 
of additional credit allowance in the Federal Unemployment Tax Act so that the 
Federal Government will not have to determine whether employer contributions 
to a State are made on the basis of experience with respect to unemployment or 
other factors bearing a direct relation to unemployment risk during a 3-year 
period. 

2. Transfer of the Federal responsibility for administration of unemployment 
insurance from the Department of Labor to the Department of Health, Education, 
and Welfare and administering the program as a part of social insurance rather 
than as an element in labor-management relations. 


IV. THE ROLE OF THE FEDERAL GOVERNMENT 


The Social Security Act of 1935 gave each State two incentives to establish a 
State unemployment insurance program. The act set up a Federal unemploy- 
ment tax on employers in industry and commerce who had eight or more em- 
ployees (four or more, beginning in January 1956). It made it possible, however, 
for employers to be relieved of paying most of this tax if they were contributors 
to a State unemployment insurance law. Therefore, a State that taxed em- 
ployers to pay for unemployment insurance did not put them at a disadvantage 
in competing with similar businesses in States that had no such tax. Congress 
also authorized grants to States to meet the costs of administering State systems. 
A State program has to meet certain Federal requirements in law and administra- 
tion if employers are to get their offset against the Federal tax and if the State 
is to receive Federal grants for administration. 

The Federal taxing power was used, therefore, to make it necessary for each 
State to have some kind of an unemployment insurance law. So there is Federal 
intervention in the unemployment insurance program now. In effect, we have a 
joint plan, a cooperative program—a Federal-State system. In order to protect 
employers, employees, their families, the States, and the Federal Treasury, it 
seems clear that we must be willing to make some modification in the character 
of the Federal responsibility in this vital program. 


V. DEFICIENCIES IN THE PRESENT PROGRAM 


May I recall to you that this is the view of the Advisory Council on Social 
Security which the Senate Committee on Finance appointed in 1947. This Coun- 
cil unanimously agreed in 1958 that there were five major deficiencies in the pres- 
ent unemployment insurance program. They found these deficiencies to be as 
follows (p. 139): 

1. Inadequate coverage——Only about 7 out of 10 employees are now 
covered by unemployment insurance. (Today about & out of 10 employees 
are covered. ) 

2. Benefit financing which operates as a barrier to liberalizing benefit 
provisions.—The present arrangements permit States to compete in estab- 
lishing low contribution rates for employers and therefore discourages the 
adoption of more adequate benefit provisions. 

3. Irrational relationship between the contribution rates and the cyclical 
movements of business.—The present arrangments tend to make the con- 
tribution rate fluctuate inversely with the volume of employment, declining 
when employment is high and when contributions to the unemployment 
compensation fund are easiest to make and increasing when employment 
declines and when the burden of contributions is greatest. 

4. Administrative deficiencies —Improvement is needed in methods of fi- 
nancing administrative costs, provisions for determining eligibility and bene- 
fit amount in interstate claims, procedures for developing interstate claims, 
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and methods designed to insure prompt payments on all valid claims and to 
prevent payments on invalid claims. 

5. Lack of adequate employee and citizen participation in the program.— 
Workers now have less influence on guiding the administration of the pro. 
gram and developing legislative policy than they should, and some employees, 
employers, and members of the general public tend to regard unemployment 
compensation more as a handout than as social insurance earned by employ. 
ment, financed by contributions, and payable only to those who satify 
eligibility requirements. 

The Council was composed of 17 distinguished persons including representa- 
tives of business, labor, insurance companies, and the public. Edward R. Stet- 
tinius, Jr., was Chairman and Prof. Sumner Slichter was associate chairman. 
The Council was appointed by Senator Milliken during the 80th Congress. 

The Advisory Council on Social Security stated in 1948 that “liberalization of 
the benefit, duration and eligibility conditions in the State laws is generally 
needed” (p. 145). Despite the improvements made in State laws since 1948, the 
criticisms made by the Council are still valid on the whole today. 

The Council pointed out that not more than 25 percent of the wage loss 
caused by the unemployment of covered workers is compensated by unemploy- 
ment benefits. “As a result, unemployment compensation as it is today would 
have a very limited value in checking the cumulative increase of unemployment” 
(p. 146). In 1958, only about 20 to 25 percent of all wage loss due to unen- 
ployment was compensated by unemployment insurance. 

The Council pointed out that “Benefit amounts are generally still too low in 
relation to wages” (p. 146). At that time the average weekly benefit amount 
was about 35 percent of the average weekly wage (p. 193). Today, despite 
improvements in State laws in the meantime, the average weekly benefit amount 
is probably only about 40 percent of average weekly wages. 


VI. GENERAL PUBLIC ASSISTANCE 


Unemployment insurance, however, cannot and should not be made to cover 
all needs that arise as a result of unemployment. Some occupations are not 
likely to be covered by unemployment insurance and there are cases of persons 
with large families or special medical needs where unemployment insurance 
benefits will not be sufficient. When these people are without any income they 
apply for assistance. 

General assistance—in some States and localities called “direct relief” or 
“home relief’—is available in many communities today only to “unemployable” 
persons. In many States such assistance is very limited because it is financed 
entirely by the counties from property taxes. One-half of all the cost of general 
assistance throughout the country in the fiscal year 1958 was borne by the 
cities or counties, the other half by the States. Federal funds are not available 
for general assistance. Thus, we find ourselves in the present emergency with- 
out an adequate underpinning of our unemployment insurance program to meet 
emergency needs. 

The Advisory Council on Social Security to the Senate Committee on Finance 
recommended that “Federal grants-in-aid should be made available to the States 
for general assistance payments to needy persons not now eligible for assistance 
under the existing State-Federal public assistance programs” (p. 108). 

The Council stated : 

“In recommending Federal grants-in-aid to the States, for general assistance, 
we do not intend that a general assistance program should be considered as 4 
preferred method of dealing with large-scale unemployment if it should again 
oceur. Neither should general assistance be a substitute for unemployment in- 
surance. * * * General assistance would serve the purpose of providing an 
underpinning for the other social measures by aiding those for whom no other 
means of support is available” (p. 112). 

The amount being paid for general assistance is inadequate. The average 
monthly payment in April 1958, was $61 per case which includes the average 
payment for both families and single persons. This average varies widely 
among States and localities. Statistics from the Social Security Administration 
show that the average monthly payment in December 1958, was under $30 in 
eight States. 

Federal aid at the present time not only would enable the States and localities 
to care for needy persons now without income but also would provide somewhat 
more adequately for the needy persons now receiving insufficient payments. 
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VII. IMPROVEMENT IN AID TO DEPENDENT CHILDREN 


I would also like to point out that the aid to dependent children program 
(title IV of the Social Security Act) should be strengthened by providing Fed- 
eral aid to the States for any needy child living with any relative. At the pres- 
ent time Federal aid is limited to those cases where the child is needy due to 
the disability, death, or absence of a parent. If the parent is unemployable 
or unemployed his children cannot receive State aid from Federal funds unless 
he willfully absents himself from the home. It is not proper or desirable to 
subject families to this kind of pressure. 

The program could be strengthened by striking out the clause in the existing 
Federal law which limits the use of Federal funds for dependent children to 
cases of the disability, death, or absence of a parent. 


Mr. Counen. Thank you, Senator McNamara. 

As you know, I am professor of public welfare administration at the 
School of Social Work at the University of Michigan. I was formerly 
Director of Research for the Division for Social Security Administra- 
tion, the Department of Health, Education, and Welfare. At the pres- 
ent time I am a public member of the Advisory Council on Public 
Assistance established by Congress pursuant to the Social Security 
Amendments of 1958, which also makes its report to Congress at the 
beginning of next year on amendments relating to unemployment in 
public assistance programs to some extent in relation to the same kind 
of problems that you are inquiring about today. 

I was also a member of the research staff of the Committee on Eco- 
nomic Security in 1934 and 1935, which drafted the original social 
security program, including the unemployment insurance provisions. 

In my discussion today I think I will limit my comments with 
respect to unemployment insurance and public assistance, although I 
would be glad to go into the social security aspect if you have any 
questions. 

Now I would like to point out that at the University of Michigan 

we have during the last 2 years been making nationwide surveys on 
unemployment insurance as the basis for supplementing the data that 
the Department of Labor produces. The information that the Depart- 
ment of Labor had been putting out, while very valuable, does not give 
sufficient information for policy formulation on the characteristics of 
the unemployment. And we have made several such national surveys. 
Another one is now under way and we have two in process for next 
year. 
_ From these surveys that we have already completed and those now 
in process we have obtained valuable information on the characteristics 
of the unemployment, particularly during the 1957-58 recession. And 
from the surveys to be taken next year we hope to throw additional 
light on the characteristics of the unemployment during the entire 
d-year period, 1955-59, in order to help us answer better some of the 
problems of unemployment during the future. 

These surveys have been accumulated with analysis of other rele- 
vant data from the U.S. Department of Labor and the Census Bureau, 
and with intensive studies of the functioning of your unemployment 
insurance, public assistance, and social security programs. e are 
attempting to appraise the performance of those programs, their con- 
tributions, and their inadequacies, as well as the kind of changes needed 
to improve the programs and to make them meet more effectively the 
changing requirements of the labor force and our economy. 
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Some of our observations and recommendations have been presented 
in a preliminary report entitled “Significant Changes on the Impact 
of the 1955-58 Recession in Relation to Unemployment Insurance,” 
and I have included these for the record. That particular report is 
a joint report of Professor Haber, Dean Fauri, and myself. Professor 

aber, who had intended to be here this morning, regrets that he can’t, 
because his son is ill. And this joint report of the three of us, I think 

ou will find of interest, and I will refer to it. Dean Fauri is, you 
now, in the school of social work, is the chairman of the Unienpser- 
ment Advisory Committee. 

Senator McNamara. We will make that a part of the record at this 
point. 

(The document referred to follows :) 


SIGNIFICANT FINDINGS ON THE IMPACT OF THE 1957-58 RECESSION IN RELATION 
TO UNEMPLOYMENT INSURANCE 


(By William Haber, Fedele F. Fauri, and Wilbur J. Cohen) 
I. SURVEY RESEARCH CENTER DATA 


Information from continuing studies by the Survey Research Center of the 
University of Michigan on the nationwide impact of the recession during 1957-58 
in relation to unemployment insurance indicates the following significant 
findings: 

Impact of unemployment on families * 

Eighteen percent of all families in the Nation had one or more family members 
unemployed during the 12-month period prior to October 1958 ; 

In 14 percent of the families the head experienced some unemployment ; 

In an additional 4 percent of the families another member experienced some 
unemployment. 


Relation of annual unemployment to October unemployment * 

In the month of October 1958, nearly 6 percent of American families had one 
or more members unemployed while an additional 12 percent of families ex- 
perienced some unemployment during the previous 12 months—a total of 18 
percent in the 12-month period.’ 


Duration of unemployment * 

The average duration of unemployment was 18 weeks for individuals who 
experienced some unemployment in the previous 12 months. 

For those who were unemployed in October the average duration of unemploy- 
ment was 26 weeks; 42 percent of this group had been unemployed more than 
26 weeks.’ 

For those who were back on the job in October 1958, the average duration 
of unemployment was about 14 weeks. 


Impact of the recession* 
An estimated 13 million different persons experienced a period of unemploy- 
iment during the 12 months, October 1957-October 1958. This compares very 


1 The 18 percent of families unemployed is slightly higher than the rate of unemployment 
of individuals in the labor force—17.2 percent. Both the family and the individual rates 
cited understate the volume of unemployment since the study conducted by the Survey 
Research Center did not include the unemployment of persons aged 14-17 or new entrants 
into the labor market. 

2The Census reports the average duration of unemployment for those unemployed 0 
October as 17 weeks. The difference between the survey data and the Census data reflects 
the difference between the total duration of all spells of unemployment experienced by indi- 
viduals in the 12-month period (Survey Research data) and the duration of the last spell 
of unemployment (Census data). 


*All findings marked by an asterisk are results obtained from interviews with a random 
sample of 1,323 families taken in October 1958 on a nationwide basis by the Survey Re 
search Center of the University of Michigan. Unemployment in the survey includes all 
unemployment experience over a 12-month period, in contrast to the monthly census report 
on the labor force which measures only current unemployment in a month. It should be 
aoe Lvs the Census also publishes annual data on unemployment occurring within 4 
calendar year. 
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roughly with the 9.8 million different persons who were unemployed during 
the year 1956, according to the U.S. Census Bureau. The recession thus had 
the double effect of increasing the number of unemployed as well as lengthening 
the duration of unemployment. 

The number of unemployed during the 12-month period of 1957-58 was roughly 
35 to 40 percent greater than in the calendar year 1956. The duration of 
unemployment also substantially increased. In 1956, according to the Census, 
about one-third of all individuals experiencing unemployment during the year 
had only 4 weeks or less of unemployment, while the corresponding October 
1957-October 1958 figure from the survey was about 13 percent. On the other 
hand, the proportion experiencing unemployment for more than 26 weeks in- 
creased from about 11 to 22 percent during the same period. 

About 25 percent of all families reported in October that they experienced 
unemployment or shorter hours at some time during the previous 12 months. In 
four-fifths of these families, the main breadwinner was affected. About two- 
thirds of the unemployed, and half of those whose working hours were cut, 
attributed this to the recession. An additional 13 percent of families felt that 
the recession had hurt their financial situation, even though they had experi- 
enced neither unemployment nor shorter hours. For some of these families 
earnings in their own business were lower, others said that their wages or salary 
had been reduced, that an anticipated raise did not materialize, or that the 
recession affected them because prices rose. 

In all, 38 percent of all families reported either unemployment, shorter hours, 
or some other setback to their financial situation which they blamed on the 
recession. 


Income losses of unemployed families* 

Income losses were unevenly distributed among the unemployed families. 
The median net income loss (after taking into account unemployment insurance 
benefits) for the year reported in the families where the head was unemployed 
was approximately $900. About 3 percent of the families, where the head was 
unemployed, reported that they suffered no net income loss and about 18 per- 
cent reported they suffered a net income loss of $2,000 or more in the year. 


Measures taken by families to adjust to loss of income* 

The most important measures taken by families to adjust to the unemploy- 
ment of the head of the family were in the order of importance: Use of savings, 
cutting down on buying, help from relatives, piling up bills, and borrowing 
money. Some families moved to cheaper quarters, were able to have another 
member of the family go to work, or sought relief from a public welfare agency.’ 
The average family with unemployment took two of these measures. The larger 
the a loss, the more measures were taken to meet the unemployment 
situation. 


Relation to receipt of unemployment insurance* 


Most significant was that of those families where the head received unem- 
ployment insurance benefits during the entire period of his unemployment, about 
85 percent still took one or more measures (such as those listed above). Unem- 
ployment insurance benefits by themselves did not assure to these families suffi- 
cient income to continue their previous level of living without some basic 
adjustments. 

The kinds of measures taken differed significantly, however, for those heads 
of families who received unemployment insurance benefits during the entire 
period of their unemployment as compared with those who received benefits for 
only part of their unemployment or not at all. For instance, use of savings was 
more often resorted to by the first group than the second while piling up bills 
one NapRNeene money were more often resorted to by the second group than 
y the first. 


Relation to thrift* 


About 44 percent of the unemployed heads of families reported that they 
had some savings which they used in the emergency. Although the extent of 
the savings drawn is not known, reliance upon savings was by far the most 
important measure taken by heads of unemployed families who received wun- 


*It is significant that less than one-half of 1 percent of all those who suffered an inco 
loss reported that they sold their car or some other durable. sas 


*See footnote on p. 1204. 
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employment insurance for their entire duration of unemployment. This fact 
indicates the extent to which thrift and self-responsibility are relied upon to 
meet unemployment emergencies. 


Relation to help from relatives* 

Twenty-three percent of the families in which the head was unemployed re- 
ported that they received some help from relatives. Although the extent of 
the aid is not known, the general magnitude indicates that family aid plays 
an important role in providing some protection in an unemployment emergency. 


Moved to cheaper quarters* 

About 7.5 percent of all heads of families who received unemployment insur- 
ance benefits during the entire period of their unemployment moved to cheaper 
quarters. This figure increased to about 18 percent for those who received 
only some or no benefits. Thus, it appears unemployment insurance benefits 
played an important role in helping unemployed persons maintain their previous 
housing arrangements. 


Relation to public welfare* 

About 6.5 percent of all heads of families who were unemployed sought and 
obtained public relief from welfare agencies. For those with unemployment of 
less than 14 weeks, the proportion who went on relief was negligible. But the 
proportion increased substantially as duration of unemployment increased. 


Impact by occupation* 

About 10 percent of the heads of families who were in clerical and sales 
occupations experienced a period of unemployment during the 12-month period; 
20 percent of those in service occupations; nearly 30 percent of craftsmen ; and 
40 percent of those in unskilled labor. 

Taking all individuals who were unemployed during the 12-month period 
about 9 percent were clerical and sales persons; 10 percent were in service 
occupations; 53 percent were craftsmen; 16 percent were unskilled laborers; 
and 12 percent were in all other occupations. 


Impact by age* 

About 20 percent of all unemployed heads of families were between the ages 
of 18 and 29 and about the same percent were age 55 or over. However, of 
the younger group, 13 percent were unemployed 26 weeks or more while in the 
older group the comparable proportion was 29 percent. In other words, the 
older the person, the longer his unemployment tended to be. 


Unemployment within the family* 

Of those unemployed during the 12-month period, 71 percent were heads of 
families, 14 percent were wives of heads, 12 percent were sons or daughters, 
and 3 percent were other relatives. 

Twenty-five percent of the unemployed were women (heads, wives, and 
daughters). 

Evaluation of chances of finding another job* 

Of the heads of families who experienced some unemployment during the 

previous 12 months, 50 percent said their chances of finding a new job that 


would pay about the same would be bad, about 34 percent they would be good. 
Seven percent were uncertain, and 9 percent were not ascertained. 


Differential expectations about business conditions* 


Pessimism about future business conditions was only slightly higher for all 
unemployed persons compared with other persons. For example, while 15 per- 
cent of those unemployed § weeks or less expected bad times in the coming 
year, the figure was only 18 percent for those with unemployment of more than 
26 weeks. The comparable figure was 8 percent for those individuals in the 
labor force not affected by unemployment or shorter hours. 

Unqualified optimism about future business conditions declined sharply as 
duration of unemployment increased. 

Persons who experienced a spell of unemployment and then became reemployed, 
however, had more optimistic expectations about future business conditions than 
those who were still unemployed in October 1958. 


*See footnote on p. 1204. 
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Receipt of unemployment insurance* 


About 36 percent of all unemployed individuals did not receive any unemploy- 
ment insurance benefits. This was due to lack of coverage, as well as to the fact 
that some persons with short durations of unemployment were not eligible for 
benefits or did not choose to apply for them. Among individuals with unem- 
ployment of 5 weeks or more, a lower proportion of the unemployed did not 
receive any benefits. 


Opinions of Government policies during the recession* 


About one-half of all adults in the Nation (employed, unemployed and retired) 
reported that the Government had done a good job during the recession. The 
major reason given—by 14 percent—for favorable responses was that the Gov- 
ernment extended help through unemployment insurance, social security, or 
other measures. 

About 23 percent of all adults felt that the Government had done a poor job. 
Among only those persons who reported they were affected unfavorably by the 
recession (unemployment, shorter hours, business losses or other reasons) a 
somewhat larger proportion—34 percent—were of that opinion. 


Duration of unemployment in relation to major purchases* 

About 60 percent of those unemployed 14 weeks or more made no major pur- 
chase during the survey year and did not spend money on home improvements. 
The corresponding figure for all persons not affected by unemployment or shorter 
hours was 40 percent. The proportion for persons with unemployment of 8 
weeks or less was about the same as those who were not affected. 

Plans for major expenditures during the coming year also were lower among 
those with prolonged unemployment than among those in the general population, 
despite the lower level of purchases of the unemployed in the past year. 


II, OPERATION OF THE UNEMPLOYMENT INSURANCE SYSTEM 


Available information from official governmental sources indicates that about 
$4 billion was paid out through the various State and Federal unemployment 
insurance programs (Federal civilian and military personnel and railroads) to 
unemployed persons during the 12-month period, October 1957-58. 

Total contributions collected |by all State unemployment insurance programs 
during this period was $1.7 billion and benefits paid out were $3.4 billion. Total 
reserves of all States on October 31, 1957, was $8.7 billion. Thus there was a 
total of about $7 billion in unemployment reserves to the credit of the various 
States as of October 31, 1958. From the standpoint of the unemployment insur- 
ance system as a whole, about half of the total benefits paid out during this 
period came from current tax collections and about half from reserves. 

The financial data for State programs for this period are as follows: 


Total State unemployment insurance reserve funds (as of October 31, Billion 
Plus contributions and interests 


Funds available 
Minus benefits paid 


Total State unemployment insurance reserve funds (as of October 
31, 1958) 


Financial resources of the State unemployment insurance programs varied 
widely. All State reserve funds taken together equaled 6.4 percent of taxable 
wages, as of October 31, 1958. However, this varied from 10 to nearly 12 percent 
in Montana (11.7 percent), Washington, Idaho, and Arizona to less than 5 percent 
in Rhode Island, Delaware, Maryland, Pennsylvania, West Virginia, Florida, 
Tennessee, Michigan, Illinois, Minnesota, Oklahoma, Alaska, and Oregon (2.6 
percent). 

Unemployment insurance benefits averaged $30.45 a week in October 1958, 
equivalent to about 37 percent of the previous wages of persons covered by un- 
employment insurance. In view of the fact that over one-third of all the unem- 
ployed did not receive any unemployment insurance benefits and many exhausted 
their benefits, unemployment insurance benefits replaced only about 20 to 25 per- 
cent of the wage loss incurred by unemployed persons during the recession. 


*See footnote on p. 1204. 
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Over 2,200,000 persons were still out of work after they exhausted their un- 
employment insurance benefits during the 10 months ending October 31, 1958, 
The average unemployed worker who exhausted his unemployment benefits drew 
payments for about 21 weeks. 

At the end of October 1958 about 1.2 million persons had drawn temporary 
unemployment compensation benefits in 36 jurisdictions. About 418,000 of 
these had exhausted their full entitlement to temporary benefits by the end of 
October. 

III. THE IMPACT OF THE RECESSION ON DIRECT RELIEF PROGRAMS 


Federal grants are available to the States for assistance to the needy aged, 
blind, disabled and dependent children. The residual category of relief—general 
assistance, also referred to as direct relief or home relief—is financed solely by 
State and/or local funds without any Federal aid. In October 1958 there were 
about 6.7 million persons receiving some kind of assistance under the five cate- 
gories of aid. 

In October 1958 1,058,000 persons in 385,000 families received general relief. 
The average family consisted of about three persons and received $64.27 for the 
month. 

The total number of individuals receiving general relief was: 





September 


November 





The incidence of general relief varied widely among States during the reces- 
sion. 

About three-quarters of 1 percent of the U.S. population under the age of 65 
was receiving general assistance in June 1958. 

Michigan and Indiana had the highest rates—about 2 percent of the population 
under age 65. 

Other States with heavy caseloads above the national average in June 1958 
were: 

Percent of population under age 65 receiving direct relief 


State—Continued 
Delaware 
Wisconsin 
Connecticut 
New York 
New Hampshire 


The number of cases receiving general relief increased 30 percent from October 
1957 to 1958. The total amount paid out increased about 45 percent. 

About 30 percent of all the direct relief cases in the Nation were in 18 large 
cities. Over 40 percent of all expenditures in the Nation for direct relief were 
in these 18 cities. 


IV. IMPACT OF UNEMPLOYMENT BY LABOR MARKET AREAS 


Reports of the Bureau of Employment Security of the U.S. Department of 
Labor show that 88 major labor market areas in November 1958 in 25 different 
States had 6 percent or more unemployment and 188 smaller labor market 
areas throughout 35 States also had 6 percent or more unemployment.® 

In nine labor market areas in November 1958, unemployment was 12 percent 
or more. These were: Detroit and Muskegon, Mich., Buffalo, N.Y., Altoona, 
Erie, Johnstown, and Wilkes-Barre, Pa., and Huntington, W. Va. 


* Baltimore, Boston, Buffalo, Chicago, Cincinnati, Cleveland, Detroit, District of Colum- 
bia, Los Angeles, Milwaukee, Minneapolis, New Orleans, New York, Philadelphia, Pittsburgh, 
Rochester, St. Louis, and San Francisco. 

5 In Michigan these areas were as follows: 

d maser areas: Battle Creek, Detroit, Flint, Grand Rapids, Lansing, Muskegon, and 
aginaw. 

Smaller areas: Adrian, Allegan, Ann Arbor-Ypsilanti, Bay City, Benton Harbor, Es 
canaba, Holland-Grand Haven, Ionia-Belding-Greenville, Iron Mountain, Jackson, Mar- 
quette, Monroe, Owosso, Port Huron, and Sturgis. 
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Vv. IMPLICATIONS AND RECOMMENDATIONS 


Both unemployment insurance and public assistance programs made an im- 
portant contribution to meeting some of the hardships and economic losses 
caused by unemployment during the recession. 

Unemployment insurance benefits and all basic public assistance payments 
(for all five categories) totaled $7 billion for the 12-month period. About $4 
billion was for unemployment insurance and $3 billion for public assistance. 
The increase in total disbursements above the level of a year before was, how- 
ever, only about $2.1 billion. 

Unemployment insurance benefits in October 1958 were about $2 billion above 
the annual rate of August 1957, while general assistance payments were at an 
annual rate of about $100 million above the August level. 

Unemployment insurance benefits, nevertheless, fell substantially below the 
50 percent of average wages recommended by President Eisenhower. The 
amount and duration of benefits was too limited and coverage too restricted. 

While over 2 million persons exhausted their unemployment insurance benefits 
in the 10 months January—October 1958, the total amount of State reserves for 
unemployment insurance at the end of October 1958, was $7 billion—or about 
twice the $3.5 billion in benefits paid out in the previous 12 months. 

If unemployment insurance benefits had been paid at a rate of 50 percent of 
average wages instead of the approximately 37 percent actually paid, and, if 
coverage had been broadened, and the maximum duration of benefits had been 
39 weeks in all States for the entire period of the recession—about $1.5 to $2 
billion additional would have been disbursed to unemployed individuals. 

General relief was not available in all localities to meet the needs of able 
bodied unemployed persons. In some localities no relief was availabe to ‘“em- 
ployable” persons. In some communities, residence and settlement requirements 
made it impossible to give aid to some needy unemployed persons or their 
families. 

In 16 States, the localities had to supply all needed funds and thus the 
potentia expansion of the program to meet the emergency was severely limited 
by the fiscal resources of the particular locality. 

Although Federal funds were available to the States to help persons who 
became needy through unemployment when the individual was aged, disabled, 
blind, or where there was only one parent in the home, no Federal aid was 
available for direct relief to other groups. 


RECOM MENDATIONS 


The experience of the recession indicates that the existing built-in stabilizers 
in our income maintenance programs were not—and still are not—satisfactory 
to meet another similar reoccurrence. A free enterprise economy must make more 
effective provision than we now have for meeting the unemployment hazards 
which occur from the free play of economic forces in the marketplace. 

The full potential of our unemployment insurance system was not utilized 
during the recession for the alleviation of hardship and the support of our 
economy. 

The tragic part of the situation was that there was $7 billion in unemployment 
insurance reserve funds which were not touched during the recession. If State 
and Federal unemployment laws had been more adequate and had permitted 
$1.5 to $2 billion of these reserves to be used to pay benefits to the unemployed, 
many personal hardships could have been avoided. There would still have been 
about $5 billion of reserves left if unemployment insurance benefits had been 
more adequate. 

Among the most urgent improvements in Federal and State legislation which 
are vitally needed while the lessons of the recession are still fresh in our memory 
are: 

1. Coverage should be broadened to cover all persons who have a substantial 
attachment to the labor force including the 1.8 million persons in small firms 
who are not covered in 33 States and some of the hired farm laborers and other 
groups not now covered. 

2. The maximum duration of benefits should be increased to at least 30 weeks 
in a benefit year in all States. Provision should be made for longer duration 
whenever the average unemployment in a State reaches recession levels of say 
6 to 9 percent. 


47557 O—60—pt. 3——28 
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3. Steps should be taken to establish an equalization fund in order to reduce the 
excessive costs of unemployment insurance in States suffering from a high 
incidence of unemployment caused by national economic conditions. 

4. The great majority of eligible claimants should receive at least one-half of 
their normal full-time gross weekly earnings. States and employers should be 
given a period of 6 years to accomplish this objective. The great majority of 
elibigle claimants in a State should receive at least 40 percent of their normal 
full-time gross weekly earnings for the first 2 years following the effective 
date of the standards; for the next 2 years, not less than 45 percent, and after 
that not less than 50 percent. In order to provide benefits at these levels, States 
would have to make changes in their benefit structure including increasing the 
maximum weekly benefit amount. 

5. The Federal temporary unemployment compensation law which expires 
March 31, 1959, should be extended until permanent Federal standards and 
supporting State legislation are enacted to improve the benefit duration and 
financing arrangements of State laws. 

6. Since a major impact of the recession was on younger workers with 
families, it was especially unfortunate that most State unemployment insur- 
ance laws did not provide for benefits in relation to the number of dependents. 
Only 11 States had such provisions.* Dependents benefits should be included 
as an integral part of each State unemployment insurance program. 

7. Because a social insurance system does not protect all individuals from 
want during extended periods of unemployment, Federal and State funds for 
direct relief should be made available to assure all needy persons a floor of 
protection against want in all localities. Such a program should be designed 
to assist needy individuals to become self-supporting. 
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Senator McNamara. Thank you, Mr. Cohen. 

Mr. Conen. And Dr. Fauri is a member of the advisory council. 

So what I would like to do is just highlight a few of the points 
from our finding to show you how serious the impact of unemploy- 
ment had been, and the need for national policies and programs in 
this field. 

The first point that we discovered is that the impact of unen- 
ployment on families during this last recession was very substantial. 
Eighteen percent of all families in the Nation have one or more 
members unemployed during the year 1958. In 14 percent of the 
families, it had experienced some unemployment, and in an additional 
4 percent of the families, other members experienced some unem- 
ployment. 

About 14.1 million persons experienced a period of unemploy- 
ment during this recession of 1958. This compares with about 11.6 
million in the previous good year of 1957 and the good year of 1955, 


* Alaska, Connecticut, District of Columbia, Illinois, Maryland, Massachusetts, Michigat. 
Nevada, North Dakota, Ohio, and Wyoming. : on, ° 
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which was 10.7 million. Thus we might say the recession resulted 
in an increase of about 3.4 million unemployed individuals in 1958 
over 1955, and an increase of 2.5 million over 1957. 

I might interject here, Senator, that in our own estimates, we have 
been trying to project what the likely unemployment figures are going 
to be for next year. I might say that we came within 2,000 of esti- 
mating the October figure before it was released by the Secretary 
of Labor; we knew he was going to eat his hat before it was pub- 
lished. 

Our estimate for 1960 at the present time is that there is likely to 
be unemployment of 4 to 414 million on the average in the United 
States, which I think is a very substantial load, and which would 
indicate the need, as I shall come to it, of having substantial im- 
provement in our unemployment and public assistance program if we 
are going to meet this need more effectively than we did in 1958. 

I would like to drop down now to the matter of receipt of unem- 
ployment insurance. The significant thing we discovered was that 
40 percent did not receive any, 25 percent received it part of the time, 
and about 35 of the unemployed received benefits for all or practically 
all of their unemployment. So from the standpoint of the unem- 
ployment insurance system, there were only 35 percent of the unem- 
ployed who received benefits for all or eeasinniie all of their unem- 


ployment, which would indicate the great extent to which we can im- 
prove our unemployment system to meet this unemployment. 

Now, in April 1958, which was the bottom point in the recession, 
total unemployment insurance payments in the United States were 
running at $437 million a month. This was equivalent to $514 bil- 


lion at an annual rate, which I think gives you some indication of the 
substantial contribution that unemployment insurance was making 
to helping unemployed workers maintain themselves and to help the 
economy reduce the inventories that had existed, and it helped to get 
back on its feet. 

But if unemployment insurance benefits had been paid at a rate of 
50 percent of average wages instead of the approximately 37 percent 
that were actually paid, if coverage had been broadened and the max- 
imum duration of benefits had been 39 weeks in all States for the 
entire period of recession, about a billion and a half to two billion 
dollars additional would have been disbursed in 1958 to unemployed 
individuals, This is a measure of what might have been done if we 
had adopted a national policy that would have made unemployment 
insurance make a more effective contribution to meeting the needs of 
unemployed workers. 

I would like to turn to the other question of general assistance or 
direct. relief, because many of these workers and their families did 
have to apply for general relief. The number of individuals in the 
United States receiving assistance or direct relief in the trough of the 
recession in April 1958 was 1,314,000. This was an increase of 550,000 
individuals from April 1956. And in many communities throughout 
the country, of course, employable indivicieaie were not eligible for 
assistance. Probably if we had had a general assistance program in 
every community in the country, the increase would have been closer 
toa million or a million and a quarter individuals, 
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Now, of very prime importance is the fact that in 16 States in the 
country, the localities have to supply all the needed funds for general 
assistance. 

You were mentioning the point a moment ago with respect to the 
previous witness with respect to Michigan. But at least in Michigan 
the State does give some funds to assist the localities in the financing 
of general assistance. But there are 16 States in the Union, Senator 
in which the localities have to bear 100 percent of the cost of general 
assistance. Thus, when unemployment comes and general assistance 
is needed, these localities are in no position to raise the additional 
funds, and it is for that reason—in a moment or two I will recommend, 
of course, Federal grants for assistance, which it seems to me is neces. 
sary to help the States and localities to meet this program in the future. 

One might ask, how did these unemployment people fare at the end 
of the session? And when you look at the liquid assets that these 
unemployed had, 60 percent of those unemployed 26 weeks or more 
in 1958 had no liquid assets at the beginning of 1959. This compares 
with more than 25 percent of all spending units employed and unem- 
ployed. So that you can see at the end of the session a large propor- 
tion of those unemployed workers had exhausted any liquid assets that 
they might have had. 

Now I would like to goon. We have been quite concerned because 
in studying the experience of the last three recessions, 1949-50, 
1953-54, 1957-58, it is our feeling after studying it that there is no 
change in the situation, and those patterns are continued, we are likely 
to have a similar recession in the United States in 1961-62. And I 
would guess that it would take pretty much the same type of course 
as the 1957-58 recession would take. So that it behooves us, I think, 
to make some improvements now in these programs if we are not 
going to just repeat exactly the same experience. We can’t go back 
and solve the problems of 1957-58 recession, but we can learn from 
it and be in a better position than we were before. 


RECOMMENDATIONS 


Now, our recommendations for what might be done are six, and 
these are as follows: 

First, that there be, or should be a nationwide reinsurance fund es- 
tablished to equalize exeessive costs of unemployment insurance in 
States experiencing a high incident or prolonged duration of unem- 
cy 

econd, that there be a specific minimum number of weeks of bene- 
fits applicable to all States for all the unemployed persons having a 
recent substantial employment history. And this specified minimum 
number of weeks should be somewhere between 30 and 39 weeks, it 
would seem to me, as a regular part of the normal functioning of your 
unemployment insurance system. 

Third, a specific minimum proportion of weekly earnings which the 
great majority of unemployment in all States should receive, subject 
toa defined maximum weekly benefit amount. 

Now, in my opinion, this proportion should be at least one-half of 
the normal full time gross weekly earnings. But recognizing that it 
might take some time for States and employers to reach this objective. 
it seems to me we might give the States 6 years to do so. The great 
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majority of eligible claimants in the State might receive at least 40 
percent during the first 2 years after the law was effective, 45 percent 
during the next 2 years, and then 50 percent thereafter, which would 
enable employers in the State system to adjust their financing to this 
additional requirement. 

Fourth, nationwide coverage on a broad independent basis, includ- 
ing having a substantial attachment to the labor force. 

Fifth, a federally financed but State-administered system of supple- 
mentary unemployment insurance benefits to the longer term unem- 
ployed. 
tn making this recommendation, Senator, I would like to point out 
that at the present time the Federal Government has collected $8 mil- 
lion more from the Federal Unemployment Tax Act than it has dis- 
persed to the States for the administration of unemployment insurance, 
for loans to States. This had been authorized to be appropriated, but 
never was appropriated. It seems to me that this amount should be 
used to set up a supplementary unemployment insurance program for 
longer term unemployment which could therefore be created without 
leaving any new finance responsibility on the Federal Government. 

Sixth, Federal grant to the States for general assistance, including, 
the unemployed and their families, should be established. 

I have outlined in my statement, Senator, some of the deficiencies 
in the present unemployment program. Five of them which were 
made by the Advisory Council on Social Security which was appointed 
by the Senate Committee on Finance in 1947. These five inadequacies 
are still as pertinent today as they were in 1947. And I have enu- 
merated them. I will just list them. 

First, inadequate coverage. 

Second, benefit financing which operates as a barrier to liberalizing 
benefit provisions. 

Third, irrational relationship between the contribution rates and 
the cyclical movements of business. 

Fourth, administrative deficiencies. 

Fifth, lack of adequate employee and citizen participation in the 
program. 

I might mention this one final point, that during the recession 
when, as I indicated, we might have spent $114 to $2 billion more 
if we had a more adequate unemployment insurance system. We, 
nevertheless, had about $7 billion in reserves in the unemployment 
insurance system. And at the same time, the Federal Government 
had to pass a temporary unemployment compensation act to help the 
States finance their more adequate benefits. At the same time, the 
Federal Government had $750 million that it had collected for unem- 
ployment insurance which it hadn’t used. And, finally, employers had 
to pay a substantial amount of contributions during the recession. 

Now this all doesn’t make sense, really. Our unemployment in- 
surance system at the present time is a hodgepodge of inadequacies 
and finance equities which need major overhaul. There was no sense 
of collecting that much from the employers during the recession when 
you had several billion dollars in the reserve. It would have been 
far better for our economy to have reduced the contributions on em- 
ployers during that period, liberalized benefits more substantially, 
and thus in that manner have a much better program in its entirety. 
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So that in conclusion I would say that what we need is Federal 
unemployment insurance standards, modifications in the financing 
mechanism of unemployment insurance, and probably more impor- 
tant than anything else, because they are the forgotten people in our 
economy, the people who have to go direct relief. At the present 
time, the Federal Government spends $2 billion a year in providing 
Federal grants-in-aid to people on the categorical assistance pro- 

rams—old-age assistance, aid to the blind, aid to the disabled, and 

ependent children—but the million people on direct relief do not 
get any Federal aid. If you are 65 years of age, you can get Federal 
aid. If you are unemployed and age 64, you can’t. It doesn’t seem 
to me that that makes any sense, and it would be quite appropriate 
for the Federal Government to match assistance costs as across the 
board for all programs. 

Senator McNamara. Thank you, Professor Cohen. 

Recently—not so recently, I guess a couple of years ago—the Fed- 
eral Reserve Board contracted with your University of Michigan to 
make some studies and projects of the habits of customer buying. 
Are you familiar with that program ? 

Mr. Conen. Yes, sir. 

Senator McNamara. I haven’t heard anything about it recently. 
Is it still in operation ? 

Mr. Couen. Yes, sir. 

Senator McNamara. It seems that that would be a valuable con- 
tribution to our economy, and of great help to merchandisers of all 
sorts. The trouble with it in the past had been that it has come out 
late, is that not so? 

Mr. Conen. Well, the so-called 1959 survey was published in July 
of 1959, which considers the income of people in 1958. I have here 
the summary of that part of the 1959 report relating to the 1958 in- 
come that relates to unemployment and the purchase of durable goods. 
I would be glad to put that in the record if you would like. 

Senator McNamara. We would very much like to have it. I think 
it is an important part of the problem we are studying, and it would 
be very helpful to the committee. 

Mr. Couen. There is a section in here on “durable goods and 
debt” from that part of the report, and I will just read, if you like, a 
sentence to you to show you what it relates to. 

Senator MoNamara. Go right ahead. 

Mr. CouEn (reading) : 


In view of their smaller income and their limited asset holdings, it is not 
surprising that spending units with unemployment experience spent less on the 
average for cars and household durable goods in 1958 than the fully employed. 
Among those were less than 40 weeks of employment, for example, about half 
purchased a new or used car or some household durable goods and those pur- 
chasers spent $475 on the average. Among the fully employed, more than three- 
fifths made such purchases, with an average expenditure of $800. Although spend- 
ing units with unemployment purchased less frequently and spent less than en- 
ployed units their aggregate expenditures for these purchases represented the 
same proportion of their aggregate income—S8 percent—as for the fully employed. 
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So it is obvious that unemployment resulted in their a = 
ing the 


these durable goods, thus in a sense you might say, compoun 
unemployment that existed. 

I have one other statistic from that report, Senator, if I can find it. 

Senator McNamara. This item that you mentioned here, there were 
times in the past, according to those studies, where people that were 
partly unemployed continued to spend more than they received in in- 
come. That was quite a startling thing. Remember that? 

Mr. Couen. That was in, or from 1958—— 

Senator McNamara. I think it was either late in 1957 or 1958. 

Mr. Conen. I had a very interesting figure here. We have about 
50 tables that we haven’t yet published from that survey. And I was 
much impressed with one figure, if you will give me a second, I think 
I can find it. 

Yes, I have it here. 

If we take the average total income of people in spending units in 
1958, which for all employed persons ran about $5,400 a year—that 
is the main income—for persons who were employed 50 to 52 weeks 
it ran about $6,200, as one might expect. For persons who were un- 
employed 26 weeks or more in 1958, it was only $2,600. Now that 
gives you some measure of the tremendous impact of unemployment 
during 1958. Obviously those people just couldn’t buy as much, even 
though they attempted to spend as much on durable goods in pro- 
portion to their income as the upper income people. 

Senator McNamara. Well, if you will give us the other items the 
recorder: 

Mr. Couen. Yes, I will give you that, and if you like, I will give 
you the full report. 

Senator McNamara. We would like that as well. 

Mr. Conen. So that you would have both of them—here is just the 
unemployment report, but there are some 21 tables, including all the 
tables on durable purchases. 

Senator McNamara. We will make them part of the record at this 
point. 

(The booklet entitled “1959 Survey of Consumer Finances” fol- 
ows :) 
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1959 Survey of Consumer Finances 
The Financial Position of Consumers 








CONSUMER SPENDING for nondurable 
goods and services in 1958 reached a new 
peak and was an important stabilizing factor 
during the 1957-58 recession. Expendi- 
tures for durable goods, on the other hand, 
were below the high levels of the preceding 
three years, as a result of reduced purchases 
of automobiles. With the decline in pur- 
chases of durable goods, consumer needs 
for credit declined, and the growth over the 
year 1958 in short- and intermediate-term 
consumer credit outstanding was the small- 
est of the postwar period. 

Consumers purchased about the same 
number of new homes in 1958 as they did 
in 1957. Their net acquisition of financial 
assets was somewhat larger than in 1957, 
and there were important shifts in the types 
of assets they were building up. 

The number of unemployed persons 
reached postwar highs in the spring and 
summer of 1958, but declined considerably 
toward the year-end. With economic ac- 
tivity expanding to record levels in recent 
months, unemployment this year has de- 
clined substantially further but it has re- 
mained somewhat above levels prevailing 
before the onset of recession in 1957. 

Consumer income for the year as a whole 
was larger than for 1957, in part because 
of larger unemployment and other transfer 
payments which offset some of the loss in 
wage and salary income by those affected 
by unemployment. After allowance for a 
tise in consumer prices during the year, real 
income declined from 1957 to 1958. 


These summary statements relate to over- 
all activities of 57 million consumer units 
with widely diverse resources and needs and 
varying ways of adapting their resources to 
their needs during a period of economic de- 
cline and recovery. In any period, whether 
one of stable, expanding, or contracting eco- 
nomic activity, some individuals fare better 
than others with respect to their income and 
employment experience. The recent reces- 
sion not only increased the number of those 
with unfavorable experiences, but it affected 
some groups in the population more seri- 
ously than others. 

The Survey of Consumer Finances con- 
tributes to understanding the impact of re- 
cession on the incomes, expenditures, assets, 
and debts of different groups in the econ- 
omy.’ The first three sections of this article 
are concerned with incomes and selected 
purchases of consumers during 1958 and 
with their asset and debt positions at the time 
of the most recent Survey, early 1959. The 
final section is concerned with unemploy- 
ment in 1958—its incidence among various 
groups: of consumer units and its conse- 


* This is the second of a series of articles presenting 
the findings of the 1959 Survey of Consumer Finances 
conducted by the Board of Governors of the Federal 
Reserve System in cooperation with the Survey Re- 
search Center of the University of Michigan. The 
first article appeared in the Federal Reserve BULLE- 
TIN for March. The present article was prepared by 
Dorothy Projector of the Consumer Credit and Fi- 
nances Section of the Board's Division of Research 
and Statistics. Work at the Survey Research Center 
was under the supervision of James N. Morgan and 
Charles Lininger. 
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TYPES OF MONEY INCOME, 1958 
MEAN AMOUNTS FOR SPENDING UNITS 
Thovsonds of dollors 


ALL SPENDING UNITS 


SINGLE-PERSON UNITS 


TRANSFER 
ee MISCELLANEOUS 


— ‘Y 
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joTs.—Calendar-year income before taxes. Property income 
chest tou, Gita ment Income, income. of 


ied ane Toomer) ei-employment income, yo income 


quences for incomes, expenditures, and fi- 
nancial positions. 


INCOME 


According to Department of Commerce esti- 
mates, personal income rose $8 billion or 2 
per cent from 1957 to 1958, despite the de- 
cline in economic activity that began in the 
fall of 1957 and extended into the spring of 
1958. This increase was considerably 
smaller than that of the three preceding 
years and, after allowance for the 3 per cent 
rise in the consumer price index, real income 
declined from 1957 to 1958. 

The rise in personal income in current 
dollars stemmed largely from sizable in- 
creases in transfer payments and in farm in- 
come. Transfer payments alone expanded 
$4.4 billion, and larger unemployment com- 
pensation benefits accounted for about one- 
half of this amount. Farm income was sub- 


* A spending unit, as defined in the Survey, consists 
of all related persons living together who pool their 
incomes. Husband and wife and children under 18 
living at home are always considered to be members 
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sainnabinwlcbies riety 


UNITS WITH TWO OR MORE PERSONS 


6s 
18-24 25-34 35-44 45-54 55-64 & OVER 


income from unincorporated businesses; miscellaneous income, 
eee roomers "and farm income of —" For 
transfer payments, see note 5, 702. 


stantially above the level of the preceding 
five years. The increase of $2.4 billion from 
1957 to 1958 resulted mainly from higher 
prices for livestock and increased market- 
ings of crops. Wage and salary disburse- 
ments of commodity producing industries 
declined $4 billion from 1957 to 1958, but 
there were increases totaling $5 billion in 
the disbursements of the trade and service 
industries and governments. 

Distribution and source. According to Sur- 
vey findings, the pattern of differences 
among groups as to the amounts and sources 
of income was similar to that of other recent 
years in many important respects. As may 
be seen in the accompanying chart, income 
of single-person spending units tends to be 
smaller than.that of spending units with two 
or more persons.? The differential reflects 
not only differences in the earnings of the 
head of the unit but also the fact that in 


of the same spending unit. Other related persons in 
the household are separate spending units if they earn 
more than $15 per week and do not pool their in- 
comes. 





nuiti 
come 
in th 
ever, 
props 


*Th 


UNEMPLOYMENT PROBLEMS 


702 


multiperson spending units persons other 
than the head frequently receive income.* 
For example, in nearly one-half of all hus- 
band-wife units someone other than the 
head received income in 1958, usually the 
wife from work outside the home. 

The amount and sources of income vary 
markedly with the age of the person heading 
the spending unit. Spending units in the 
middle age range—35-54 years—on the 
average receive the largest incomes. The 
proportion of income derived from wages 
and salaries diminishes with age, while in- 
come from self-employment and from prop- 
erty assume more importance.‘ Establish- 
ment of a business or acquisition of income- 
producing property usually requires finan- 
cial reserves, which older spending units 
have had more opportunity to accumulate 
than younger units. For spending units in 
the oldest age group—65 and over—trans- 
fer payments, including pensions and an- 
nuities, are the most important source of in- 
come; 3 out of 4 such units receive income 
in this form. Even for this group, how- 
ever, wages and salaries constitute a sizable 
proportion of total income. 


*The head of the spending unit, as defined in the 
Survey, is the husband in husband-wife units. In 
other units, the head is the person best acquainted 
with the financial affairs of the spending unit, usually 
the major earner. 


‘Comparisons with data on types of income pre- 
pared by the Office of Business Economics of the 
Department of Commerce in connection with income 
size distributions suggest that property income as 
reported in the Survey is substantially understated. 


‘The definition of transfer payments used in the 
Survey differs from that used in the personal income 
series of the Department of Commerce. Both series 
cover the following: old-age and survivors insurance 
benefits; retirement pay for railroad workers, Govern- 
ment civilian employees, and the military; various 
payments to veterans; unemployment compensation 
benefits; and relief payments by public agencies. In 
addition to these items the Survey covers the follow- 
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While average spending unit income was 
about the same in the two years 1957 and 
1958, some occupational groups experi- 
enced increases while others received about 
the same amount or had declines. The 
median income declined for the semiskilled 
group, which experienced a rather sharp in- 
crease in unemployment. For self-employed 
businessmen and for the unskilled group the 
medians were unchanged, and for all other 
occupational groups they increased. For 
farm operators the rise in money income 
was sharp—from $2,350 in 1957 to $2,800 
in 1958. 

Income change of individual units. Some- 
what more than 40 per cent of all spending 
units reported an increase in income from 
1957 to 1958. As is shown in the chart on 
page 703, the proportion was about the 
same as in 1949 and 1954, years also 
affected by declines in employment, but it 
was less than for other postwar years. Con- 
versely, 22 per cent of all spending units 
reported a decline in income from 1957 to 
1958. While this percentage was larger 
than in most postwar years, it was well below 
the peak of 27 per cent reported for 1949. 


ing: private pensions and annuities; welfare payments 
by private agencies; and regular contributions from 
one consumer unit to another. 


*Median money income according to the Survey 
was $4,400 in 1958 compared with $4,350 for the 
preceding year. The corresponding figures for mean 
money income were $5,150 and $5,160. The esti- 
mated number of spending units declined slightly so 
that aggregate money income as estimated from the 
Survey—mean income multiplied by the number of 
spending units—declined slightly. Differences be- 
tween the Survey estimate of aggregate money in- 
come and the personal income estimate of the De- 
partment of Commerce result from sampling vari- 
ability of the Survey estimate and from conceptual 
differences. For a summary of the conceptual differ- 
ences, see the Technical Appendix to “The Financial 
Position of Consumers,” Federal Reserve BULLETIN, 
September 1958, pp. 1044-46. 
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INCOME CHANGE FROM PREVIOUS YEAR 
PERCENTAGE DISTRIBUTION OF SPENDING UNITS 


Ste 24H 


25% 
OR MORE 


LITTLE CHANGE 


within 


| INCREASE 


| 


Ste 24% 


1948) «61950 19521954 Ss 19561958 


The favorable income experience of farm- 
ers in 1958 was reflected in the fact that 54 
per cent reported income increases—the 
largest proportion for this group during the 
entire postwar period. Forty-four per cent 
of self-employed businessmen reported in- 
creases; this was more than in 1957, but 
less than during the years 1954-56. A 
larger proportion of white collar than of 
blue collar workers reported income gains in 
1958, as has been the case for some years. 

For most spending units changes in in- 
come are determined mainly by the income 
and employment experience of the head of 
the unit. In reporting reasons for income 
change, 9 in 10 spending units cited changes 
in earnings of the head. More pay because 
of a promotion or a wage increase was men- 
tioned most often as the reason for increased 
earnings, but more work, ¢ither in the form 
of less unemployment or more overtime, was 
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also mentioned often. On the other hand, 
the usual reason given for declines in the 
earnings of the head was time lost through 
unemployment or shorter hours; change to 
a lower paying job was cited much less fre- 
quently. 

Only about 2 in 10 spending units men- 
tioned variations in earnings of other mem- 
bers of the spending unit as a reason for 
income change, and about one in 10 men- 
tioned changes in other types of income, 
such as property income or transfer pay- 
ments. Nevertheless, the earning experi- 
ence of wives and other members of the 
spending unit was an important factor for 
certain groups. For example, among younger 
married couples with no children more than 
4 in 10 of those reporting income increases 
cited larger earnings of the wife among the 
reasons. Changes in the receipt of property 
income or transfer payments were frequently 
mentioned by retired persons. 

ASSETS 

According to flow-of-funds estimates to be 
presented in the BULLETIN for August, net 
acquisition of financial assets by consumers 
other than proprietors’ investment in their 
businesses was somewhat larger in 1958 
than in 1957, but total outlay for durable 
goods was below the high levels of the pre- 
ceding three years. 

Financial assets. There were marked shifts 
in the types of financial assets that consum- 
ers acquired in 1958 as compared with 
1957.’ The increase in holdings of savings 
deposits and savings shares in 1958 was the 
largest in the postwar period. ‘Holdings of 
U. S. savings bonds declined, but the reduc- 
tion was less than in 1957. The net purchase 
of marketable securities—bonds and stocks 


™Data cover consumers, personal trusts, and non- 
profit organizations. The latter two groups are in- 
cluded for statistical reasons. 
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—declined markedly compared with the rate 
for the period 1955-57, largely as a result of 
a sizable liquidation of U. S. Government 
securities. The market value of all securities 
held rose sharply from the beginning to the 
end of the year, however, as a result of a 
rise in stock prices. 

The large increase in savings deposits and 
shares, together with a rise in currency and 
demand deposits, brought liquid assets of 
consumers to a new peak in early 1959 de- 
spite the decline in their holdings of U. S. 
savings bonds. According to Survey find- 
ings, the distribution of liquid assets among 
consumer units in early 1959 was little 
changed from earlier years. About 75 per 
cent of all spending units reported holding 
some liquid assets and more than 40 per cent 
held $500 or more. The proportion of spend- 
ing units with savings bonds continued to 
decline, while the proportions with savings 
accounts or shares and checking accounts 
were little changed, at 50 per cent and 55 
per cent, respectively. 

While the aggregate amount of liquid 
assets grew substantially, only 30 per cent 
of all spending units reported net additions 
to their liquid assets from early 1958 to early 
1959 and nearly 25 per cent reported de- 
clines.° This pattern of change is similar 
to that of the preceding year, when aggre- 
gate holdings also rose substantially. 


‘The term “liquid assets” is used in the Survey to 
refer to the total of checking accounts, savings ac- 
counts in banks, shares in savings and loan associa- 
tions and credit unions, and U. S. savings bonds. 
Data prior to 1959 included postal savings, which 
were held by less than 2 per cent of all spending units 
early in 1958. Questions about currency holdings 
have been omitted since the early Surveys because of 
unfavorable experience with accuracy of response. 

Estimates of aggregate liquid assets provided by 
the Survey are substantially less than the aggregates 
contained in the Board’s flow-of-funds accounts. The 
weight of the evidence is that Survey aggregates are 
understated. For a discussion of this problem see 
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The pattern of liquid asset change did not 
vary markedly with age. For all age groups 
the proportion adding to liquid assets ex- 
ceeded the proportion reducing balances. 
This was true even among units headed by 
persons 65 or more years of age, most of 
whom are retired and living off smaller in- 
comes than they received during their work- 
ing days. Large additions to assets—$500 
or more—were less common for young con- 
sumers than for those in the middle age 
brackets, probably because most spending 
units in the younger group have not reached 
their peak income and their outlays for hous- 
ing and durable goods are typically high. 

Tangible assets. Consumer outlays for 
automobiles declined sharply from 1957 to 
1958 according to Department of Com- 
merce estimates, but expenditures for other 
durable goods as a group increased some- 
what.’ Despite the reduction in car pur- 
chases in 1958, the proportion of spending 
units reporting car ownership in early 1959 
was slightly more than 70 per cent, little 
changed from other recent years. The trend 
to ownership of more than one car con- 
tinued. In early 1959, 12 per cent of all con- 
sumer units owned two or more cars, com- 
pared with 10 per cent in early 1958. 

According to Survey findings, 7 per cent 
of all spending units purchased new cars in 
1958 and 15 per cent bought used cars." 
The 40 per cent of consumer units with the 





Technical Appendix cited in note 6. 

* At the time of interview in early 1959 spending 
units reported their liquid asset holdings for that date 
and for a year earlier. Change in liquid assets was 
computed from the data for holdings. 

* Developments in home purchase and ownership 
and in mortgage debt will be presented in a later 
issue of the BULLETIN. 

™ The Survey finding implies an increase from 1957 
to 1958 in used car purchases, which is not in accord 
with trade data. The difference is probably due to 
sampling variability of the Survey estimate. 
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largest incomes accounted for more than 
70 per cent of the new cars purchased, a 
somewhat smaller share than in 1957. Con- 
sumers in this relative income position have 
accounted for a large share of new car pur- 
chases in all recent years—between 70 and 
80 per cent. Younger consumers, who as a 
group generally have smaller incomes and 
assets, tend to be the heaviest purchasers 
of used cars. 

Consumers favored lower priced cars in 
1958. Trade data, for example, show that 
sales of 8-cylinder domestic models de- 
clined sharply and sales of foreign makes— 
most of which were relatively low priced— 
doubled from 1957 to 1958. Avshift is also 
indicated by the lower average price paid 
by Survey respondents for new cars. The 
average amount received for cars traded in 
was also smaller. Some part of these declines 
may be attributable to the legislation effec- 
tive in the fall of 1958 that requires dealers 
to display factory-recommended prices. 
Prior to that time dealers often quoted high 
nominal retail prices on new cars and con- 
currently offered allowances in excess of 
market value for the trade-in. 

More than 4 in 10 consumer units pur- 
chased furniture or major household ap- 
pliances in 1958. Both the proportion that 
purchased and the median expenditure— 
$270—-were about the same as in other 
recent years. 


PERSONAL DEBT 


Purchasers of cars and other durable goods 
continued to use credit extensively in 1958. 
More than 6 in 10 new car buyers and 5 in 
10 used car buyers financed their purchases 
by borrowing. The small volume of auto- 
mobile purchases during the year, however, 
resulted in a sharp decline in the aggregate 
amount of automobile instalment credit ex- 
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tended. Repayments were little changed from 
1957, and the amount of automobile in- 
stalment credit outstanding, as estimated 
from lender data, declined from the end of 
1957 to the end of 1958. Increases in other 
types of credit more than offset the decline 
in automobile instalment paper so that the 
total of short- and intermediate-term credit 
oustanding rose slightly over the year. 

The distribution of personal debt in early 
1959 was similar to that in other recent 
years. About 60 per cent of all spending 
units reported such debt and nearly 30 per 
cent debts of $500 or more. Personal debt 
is most common among younger consumers, 
a group that includes heavy purchasers of 
durable goods. About 80 per cent of all 
spending units headed by persons 25-34 
years of age reported personal debt in early 
1959 compared with 25 per cent of those 
headed by persons 65 years of age or older. 


UNEMPLOYMENT 
For about two years prior to the onset of the 
1957-58 recession, the number of unem- 
ployed persons had been relatively stable at 
almost 3 million, or about 4.2 per cent of the 
civilian labor force, according to monthly 
Bureau of the Census data after seasonal ad- 
justment. By April of 1958, the recession 
low point for general economic activity, the 
number of unemployed had reached 5 mil- 
lion or 7.5 per cent of the labor force. In 
the autumn of 1958 the unemployment rate 
began to decline and by June of 1959 was 
down to 4.9 per cent. The increase in un- 
employment during the recession was con- 
centrated among production workers in 
durable goods manufacturing industries and 
related activities. 

The Surveys of Consumer Finances con- 


ducted early in 1958 and 1959 provide some 
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information on the employment experience 
during the previous year of the heads of 
the spending units interviewed. Thus it is 
possible to distinguish spending units in 
which the major earner experienced unem- 
ployment at some time during the year and 
to describe broadly the kinds of units that 
were SO affected. Survey data on the com- 
position of income and on change in income 
from the previous year give some impression 
of the effects of the head’s unemployment 
on the income of the spending unit. Data 
on liquid asset holdings at the beginning 
and the end of the year suggest possible 
effects on asset holdings. Information is 
also presented on purchases of durable goods 
and debt positions of units experiencing un- 
employment. 

Incidence among spending units, The ac- 
companying table summarizes Survey data 
on the employment status of all spending 
units and on the number of weeks worked 


for employee spending units—those headed 
by persons in the labor force at the time of 
the Survey other than the self-employed.” 


According to findings of the 1959 Survey, 
there were more than 7.5 million spending 


units in which the head worked less than 


* All groupings of spending units by employment 
status and experience relate to the circumstances of 
the head of the unit. Information was not collected 
on the status and experience of other members of 
the unit. 

Spending unit heads who worked 50-52 weeks, in- 
cluding paid vacations and paid sick leave, were con- 
sidered as having “full-year” employment. Those 
who worked less than 50 weeks for economic (job- 
connected) reasons—primarily inability to find jobs 
and temporary layoffs—were classified as having been 
unemployed. Also grouped with the unemployed 
were those who worked less than 50 weeks because 
of the seasonal nature of their occupation or because 
they were out on strike; the total for these two groups 
is estimated from Survey results at 800,000 for 1958. 
Not included with the unemployed group as defined 
in this article were an estimated 4 million heads of 
spending units who worked less than 50 weeks for 
personal reasons—for example, illness, school attend- 
ance, leave of absence from work without pay. About 
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EMPLOYMENT STATUS AND EXPERIENCE 
1958 aND 1957 
[Percentage distribution} 


Status of head of unit, 
and employment experience 
All spending units 


Self-employed or not in labor force. . 
Employee spending units 


Employee spending units—total.... 


Employed full year 
Employed less than full year: 
Job-connected reasons—total.. 
40-49 weeks 


8 





~ 
enucrweso 
WNA~ ALO 


Nore.—For oe of terms used in this table, see Supple- 
mentary Table notes I and 3. Details may not add to totals 
because of rounding. 


the entire year 1958 for economic reasons 
—-primarily inability to find jobs or tempo- 
rary layoffs. Such units represented 20 per 


cent of the estimated total of 39 million em- 
ployee spending units. Comparable data 


from the 1958 Survey indicate that the heads 
of 6 million employee spending units, or 
about 15 per cent of the total, worked less 


than a full year for economic reasons during 
1957.'* The number of spending unit heads 


14 per cent of those classified as unemployed men- 
tioned personal as well as job-connected reasons in 
accounting for employment of less than the full year. 
For this group employment for, say, 26 weeks did not 
necessarily imply unemployment for the remaining 
26 weeks; the individual may have been in school, or 
otherwise not in the labor force, for part of 1958. 

“ Survey findings on work experience in 1957 and 
1958 are in general agreement with those of the 
Bureau of the Census pertaining to the annual work 
experience of individuals in the population. Precise 
comparisons, however, are not possible because of 
differences in definitions and classification procedures 
in the two inquiries. Census data for 1957 are pub- 
lished in “Work Experience of the Population in 
1957,” Current Population Reports, Labor Force, 
Series P-50, No. 86, U. S. Bureau of the Census, 
September 1958, Table 15. Comparisons for 1958 
were made with data that have not as yet been pub- 
lished. 
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who worked 26 weeks or less was consider- 
ably larger in 1958 than in 1957. 

The characteristics of spending unit heads 
who experienced some unemployment in the 
two years were similar in a number of re- 
spects. In both years a relatively large pro- 
portion of unskilled and semiskilled: work- 
ers, nonwhite persons, and those with little 
formal education worked less than a full 
year for job-connected reasons (Supple- 
mentary Table 20).‘* Unemployment was 
also relatively high in both years among 
spending unit heads who were very young, 
many of whom were inexperienced workers 
just entering the labor force. 

Despite these general similarities in the 
incidence of unemployment in the two years, 
unemployment during 1958 affected a group 
which had more skill, was older, and was 
better educated than the group that was un- 
employed in 1957. Among occupational 
groups, for example, the increase in unem- 
ployment was greatest for semiskilled work- 
ers; this reflected the high proportion of these 
workers in durable goods and other indus- 
tries hardest hit by the recession. As a 
result, semiskilled workers represented a 
larger proportion of those who worked less 
than a full year in 1958 than in 1957 (Sup- 
plementary Table 21). 

The increase from 1957 to 1958 in un- 
employment of spending unit heads also 
bore more heavily on certain age and ed- 
ucational groups. In both years those under 
25 were most often affected, but the largest 
increase occurred in the middle age ranges 
—35-44 and 45-54. With respect to educa- 
tion, the most marked rise occurred among 
those at intermediate levels of educational 
attainment. 


“These factors are of course highly interrelated; 
the same unemployed individual would often fall in 
two, or all three, of the groups mentioned. 
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These differences throw some light on the 
distribution of unemployment among em 
ployee spending units associated with a re 
cession as contrasted with that during a more 
normal period. Data for the calendar years 
1957 and 1958 cannot be interpreted ag 
precisely indicating such differences—be 
cause a part of each year was affected b 
recession—but they are suggestive because 
the main brunt of the recession, at least with 
respect to unemployment, was borne ing - 
1958. 

Effects on income. Unemployment has var 
ious consequences for the individual and hi 
family, the most immediate of which is los 
of income. As the lower panel of the cha 
at the top of page 708 indicates, decline 
in income from 1957 were reported often b 
spending units whose heads experienced un 
employment during 1958. Among those ir 
which the head worked 40-49 weeks, 40 pe 
cent reported that their income was less ig 
1958 than it had been in 1957. The pro 
portions reporting declines rose to 50 pe on 
cent for those who worked 27-39 weeks and 
to 70 per cent for those who worked 2649 post? an 
weeks or less. In contrast, only 12 per cen 
of those employed for the full year reported 
a decline. 

Unemployment compensation benefits and 
other transfer payments were an importan| 
source of income for spending units tha 
were affected by unemployment. As ma 
be seen in the top panel of the chart, th 
average amount of transfer payments showet 
a sharp rise as the number of weeks of em 
ployment declined. About 60 per cent 0 
those with less than 40 weeks of employmen 
reported receiving transfer payments, in con 
trast with 40 per cent of those working 40 
49 weeks, and 12 per cent of those workin 
the full year. 

The group that experienced some unem 
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MONEY INCOME 
OF EMPLOYEE SPENDING UNITS, 1958 


TYPES - MEANS, THOUSANDS OF DOLLARS 
TRANSFER 


CHANGE FROM PRECEDING YEAR 
MECENTAGE OF ALL SPENDING UNITS IN GROUP 


DECREASE 


UTTLE CHANGE 


WITHIN 
5% 


INCREASE 


5+ 24% 
25% OR MORE 


50 = 52 40.49 27.39 26 OR LESS 


EMPLOYMENT OF HEAD IN 1958 - WEEKS 


Note.—Calendar-year income before taxes. Earnings mand 
wages and salaries and to self-employment income of 

issional men and artisans. Other income, to interest, ivi- 
énds, royalties, rent, income from unincorporated businesses, 
fam income of nonfarmers, and payments - roomers. For a 
éfnition of transfer payments, see note 5, 702. For defi- 


ttion of employment of head, see note & chart in next 
oumn. 


ployment differed little from the fully em- 
ployed in the extent to which wives supple- 
mented the earnings of the head of the unit. 
Among husband-wife units in which the 
ead was affected by unemployment for part 
of 1958, the wife was employed either full 
ot part time in almost one-half the cases 
md her earnings averaged about $1,600 
mean). The proportion of wives who 
worked was slightly less for spending units 
n which the head worked the full year, but 
_ Wale average amount earned by wives was 
lrger-—$ 1,900. 
1] Effect on liquid assets. Spending units ex- 
“|xtiencing unemployment in 1958 held 


—60—pt. 3——_29 


FEDERAL RESERVE BULLETIN 


1225 


+ JULY 1959 


smaller amounts of liquid assets than fully 
employed units. The difference was espe- 
cially marked between those with less than 
40 weeks of employment and those with 
longer periods as may be seen in the ac- 
companying chart. 

Liquidation of assets during 1958 ac- 
counts in part for the less favorable asset 
position of the unemployed early in 1959. 
Almost one-half of the spending units that 
experienced some unemployment during 
1958 and that had liquid assets at the begin- 
ning of 1958 drew down their balances over 
the year. This compares with about one- 
third for the fully employed units. A more 
important factor in comparing the asset 
ownership of the two groups, however, was 
that the holdings of those unemployed dur- 
ing part of 1958 had been much smaller 
early in the year than those of fully em- 
ployed units. 


LIQUID ASSETS OF EMPLOYEE SPENDING UNITS 
catia ee 20 


MEAN HOLDINGS 
HUNDREDS OF DOLLARS cancy 1959 BEB 


en ssf) 


6 


PENDING UNITS. WITH HOLDINGS 
PERCENTAGE OF ALL SPENDING UNITS IN GROUP| 


ls 
| 
bs 
| 
r 


50 - 52 27.39 26 OR LESS 
EMPLOYMENT OF HEAD IN 1958 — WEEKS 


Note.—Employment of head refers to full-year (50-52 
weeks) or less-than-full-year for job-connected reasons. For 
definition of job-connected reasons and of employee spending 
units, see notes to Supplementary Table 

Data for liquid asset holdings. for both years were reported 
at time of interview early in 1959. 
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Some of the difference in liquid asset 
ownership early in 1958 might have been 
expected because unemployment affects cer- 
tain groups more than others and the groups 
affected tend to have smaller asset holdings. 
Part of the explanation also may be that 
those who experienced unemployment in 
1958 had experienced unemployment in 
earlier years to a greater degree than those 
who were fully employed during 1958. 

Durable goods and debt. In view of their 
smaller incomes and their limited asset hold- 
ings, it is not surprising that spending units 
with unemployment experience spent less on 
the average for cars and household durable 
goods in 1958 than the fully employed. 
Among those with less than 40 weeks of em- 
ployment, for example, about half purchased 
a new or used car or some household dur- 
able good and these purchasers spent about 
$475 on the average. Among the fully em- 
ployed more than three-fifths made such 
purchases, with an average expenditure of 
$800. Although spending units with unem- 
ployment purchased less frequently and 
spent less than employed units, their aggre- 
gate expenditures for these purposes repre- 
sented about the same proportion of their 
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aggregate income—8 per cent—as for the 
fully employed. 

More than 7 in 10 of the spending units 
affected by unemployment in 1958 owed 
some personal debt early in 1959. This 
was about the same proportion as for the 
fully employed. The amounts owed by 
debtors who were fully employed, however, 
was almost $900, compared with about $750 
for units with 40-49 weeks of employment 
and $650 for those with less than 40 weeks. 
The smaller average indebtedness of spend- 
ing units in which the head was employed 
less than 40. weeks was attributable to 
smaller amounts owed on cars and durable 
goods. Other short- and intermediate-term 
indebtedness was about the same on the 
average for the various groups. 

While personal debt was smaller on the 
average for those unemployed for part of 
1958 than for the fully employed, it was 
larger in relation to their incomes and liquid 
assets. For example, among debtor spend- 
ing units with less than 40 weeks of employ- 
ment, less than 40 per cent owned any 
liquid assets. ‘ In contrast almost 80 per 
cent of the fully employed debtors reported 
some assets. 


TECHNICAL NOTE 


Results of the 1959 Survey of Consumer 
Finances are based on 3,100 interviews dur- 
ing January and February in 2,790 dwelling 
units. These dwelling units are located in 
the 12 largest metropolitan areas and in 54 
additional sampling areas chosen to rep- 
resent a cross section of the population liv- 
ing in private households in the continental 
United States. Transients, residents of in- 
stitutions, and persons living on military 
reservations are not represented. 


Within dwellings, interviews are con- 
ducted with each spending ‘unit. A spending 
unit is defined as all persons living in the 
same dwelling, and related by blood, mar- 
riage, or adoption, who pool their incomes 
to meet their major expenses. A husband 
and wife living together are always included 
in the same spending unit even though they 
do not pool their separate incomes. All 
children under 18 years of age are included 
in the spending unit of their closest relative. 
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The spending unit containing the owner or 
kssee of the dwelling is the primary spend- 
ing unit. Children 18 or more years of age 
ad other relatives who earn more than 
$15 per week and who do not pool their in- 
comes with that of the primary spending unit 
ue classified as related secondary spending 
wits. Spending units composed of persons 
in the dwelling unit who are not related to 
members of the primary unit are designated 
s unrelated secondary spending units. 

Since the spending unit includes those 
rrsons, and only those persons, who make 
joint financial decisions, it is the unit most 
equently used in tabulations of Survey 
financial data. Some Survey data, however, 
notably those on housing, are presented for 
family units. A family unit is defined as all 
mrsons living in the same dwelling who are 
lated by blood, marriage, or adoption. 
Survey family units include individuals liv- 
ing alone as well as groups of related per- 
os. To obtain data on a family basis, 
nformation for related secondary spending 
nits is combined with that for the primary 
sending units to which they are related and 
ith which they live. The head of the 
nimary spending unit is considered to be the 
head of the family. The number of family 
nits equals primary spending units plus un- 

lated secondary spending units. 

Estimates of the total number of spend- 
ng units in the population covered by the 
burvey are derived by multiplying the num- 
kt of occupied dwelling units, or house- 
lds, estimated from Census data, by the 

erage number of spending units per dwell- 
ig unit included in the Survey sample. The 

umber of family units is estimated in a 
imilar manner. Both the estimated num- 
et of dwelling units and the average num- 
xt of spending units and family units per 

welling unit are subject to sampling error. 
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TABLE 1 


SPENDING UNITS AND FAMILY UNITS IN 
SURVEY POPULATION 


(Estimated numbers in millions) 


Year of Survey 


Type of unit a oe 
1989 | 1988 | 1957 | 1956 | 


1955 | 1952 


Spanien units—total! .| 56.8 
) Primary (equals 
occupied dwell- 


$1.1 
c) Unrelated second- ( 


ary 
Family units (a+c 


spending units) $2.5 | 





1 Estimates of the number of spending units, which some upon 
the pe Pad ng a units to all spending units, are subject 
to sampli size of the sampling error is such that there 
is one chance in 2 in 20 that the estimates shown in the table are above or 
below the true figure by ! million. 


Table 1 shows the estimated number of 
dwelling units, spending units, and family 
units in the Survey population. 

Aggregate data are obtained for the popu- 
lation covered by the Survey of Consumer 
Finances by multiplying data on proportions 
and means obtained in the Survey by the 
estimated total number of spending units or 
family units. Estimates of the number of 
units with given characteristics are obtained 
by multiplying the proportion shown by the 
sample to have that characteristic by the 
estimated total number of units. Estimates 
of aggregate assets, debt, expenditures, and 


TABLE 2 
APPROXIMATE SAMPLING ERRORS OF SURVEY FINDINGS 


The chances are 95 in 100 that the value being estimated lies within 
a range equal to the reported percentage plus or minus the number 
of percentage points shown below. 


Number of interviews 


1 Approximate size of sample, 1952-59. 
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other variables are obtained by multiplying 
the mean amount derived from the sample 
by the number of units. 

Survey findings are based on information 
for a sample of spending units and are there- 
fore subject to error arising from sampling 
variability." The range of error from this 


TaBLe 3 


SaMPLING Errors OF DIFFERENCES * 


Ditiveness required for significance @5 per cont probability) ia 
comparisons of percentages derived from successive Surveys of 
sumer Finances and from two different subgroups of the same 


For percentages around 10 per cent and 
90 per cent 


waaay 


For percentages around 5 per cent and 
95 per cent 
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source can be computed. Sampling erroy 
for percentages based on Survey informa. 
tion have been computed for specific sta. 
tistics from the 1953 and 1954 Surveys of 
Consumer Finances and are presented ip 
Tables 2 and 3. In order to determine the 
approximate sampling error for a Surv 
finding from these tables, it is necessary to 
know the number of interviews on which 
particular percentages are based. These 
numbers are shown in Tables 4 and 5. 
Prior to the 1959 Survey spending uni 

at higher economic levels were sampled : 


TABLE 4 


SAMPLE SIZE FoR SPECIFIED Groups oF Emptovei 
SPENDING UNITs, 1959 Survey 


(Number of spending units] 


For explanation of terms used in this table, see Supplementa 
Table 20. 


35° 


Beeseee 
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I 


TABLE 5 


SAMPLE SIZE FOR SPECIFIED Groups, 1959 SuRVEY 








Group characteristic 


$7,500-$9,999... . 
$10,000 and over 


Occupation of head :? M ¥ 
Professional and semiprofessional 
Managerial : 

Self-employed businessman. 
Clerical and sales......... 
Skilled...... 

Semiskilled... . eee 
Unskilled and service. . . 
Farm operator.......... 
Retired 


Not ascertained 


Marital status : 

Single: 
Age 18-44 
Age 45 or over 

Married: 
Age 18-44, no children under 18 
Age 18-44, children under 18 
Age 45 or over, no children under 18... 
Age 45 or over, children under 18.... 





Not ascertained 


iMoney income before taxes for calendar year 1958. Income 
was estimated for about 2 per cent of the cases shown on the basis of 
other information reported in the interview. 

Occupational status as of date of interview early in 1959. 

3Spending units headed by protective service workers, students, 
housewives, and persons not employed at time of interview. 


higher rates than those at lower levels, and 
weights were introduced to maintain the 
representativeness of the results. For the 


‘For a further discussion, see “Methods of the Survev of 
ee Federal Reserve BULLETIN, July 1950, 
DP. 809. 


Television sets... . 
Washing machines. 
Refrigerators 


Size of spending unit and age of head: 
eee 


Two persons or 
18-24 





4 Single spending units include unmarried, widowed, separated, 
and divorced ons without children. “Other” includes spending 
units with various combinations of adults and children not classified 
as either single or married. Age refers to head of spending unit. 

5 As defined by U. S. Bureau of the Census. 


1959 Survey spending units at different eco- 
nomic levels were sampled at the same rate. 
In all years adjustments were introduced 
to take account of the fact that the response 
rate is greater among certain types of spend- 
ing units than others. 
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SUPPLEMENTARY TABLE | 


INCOME DisTRIBUTION OF SPENDING UNITS AND OF TOTAL MONEY INCOME BEFORE TAXES ! 
(Per cent] 





Total money income 


1958 | 1957 | 1956 | 1955 


@NNNNNNwS 


RBOWCNNw— wo 
@Onnennne 
Riss eua- 


NBasseau- 


100 100 


$4,350 | $4,250 | $3,960 |. 


$5,160 | $5,140 | $4,650 |... “i | 





1 Income data for each year are based on interviews early in the 3 Median income is that of the middle spending unit in a ranking 
following year. go Sao by size of noel 3 — taxes. 

2 A spending unit includes all persons living in the same dwelling lean income is ovtal y dividing aggregate money income 
and related by blood, marriage, or adoption, who pool their incomes before taxes by number of spending units. 
to meet major expenses. Singie-person spending units are included. Nore.—Details may not add to totals because of rounding. 


SUPPLEMENTARY TABLE 2 


INCOME OF SPENDING UNITS WITHIN SPECIFIED Groups, 1958 
[Percentage distribution of spending units) 





1958 money income before taxes 


1 
$1,000- | $2,000- | $3,000- | $4,000- | $5,000- | $6,000- | $7,500- | $10,000 
$i,999 | $3 $3,999 | $4,999 | $5,999 | $7,499 | $9,999 | and over 


ees 
8 


$1,000 


13 


SSSaas 


| 
| 


SOoBanav-- 
axsea8a=s= 


ux=sbracac 
ree wrweRRY 


Marital status: 
Single: 
Age 18-44 
Age 45 and over.... 


Married, both adults present: 
Age 18-44, no children under 18 
Age 18-44, children under 18 
Age 45 and over, no children under 18.. 
Age 45 and over, children under 18... .. 


S38 




















1 Occupational status as of date of interview early in 1959. units with various combinations of adults and children not classified 
2 No cases reported or less than one-half of | per cent. as either single or married. Age refers to head of spending unit. 
3 Single spending units include unmarried, widowed, separated, 4 As defined by U. S. Bureau of the Census. 

and divorced persons without children. “Other” includes spending Nore.—Details may not add to totals because of rounding. 
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SUPPLEMENTARY TABLE 3 


MEDIAN INCOME FOR AGE AND OCCUPATIONAL Groups * 
{In dollars) 





Group characteristic Group characteristic 1957 1956 1955 


Age of head of spending Occupation of head of spending unit:? 
unit: oo and semiprofessional. ... 


pheeveon 
Ss288se88 
meee sase 
S888S5882 


2 Occupationa! status for each year as of date of interview early in 
1 Money income before taxes for ling units. Data for each the following year. 
year are based on interviews early in the following year. 3 Not available. 


SUPPLEMENTARY TABLE 4 
DisTRIBUTION OF TOTAL MONEY INCOME BEFORE TAXES, BY INCOME TENTHS ' 


Mean income within tenth Lowest income within tenth 


s 


1955 1958 


é | 


3 
E 
3 


8 
3 
8 
g 
al 
5 


8 


ANIALELSUN* 
tt 

- 

°o 


2283888 


Pe 
segeeeees 
sasebee3e 
BESESEESES 

s8sc8 


—— 
NaS= conan 


Bacmcwaau- | 


—ANOCRBAUY=— 
Saor coma | 
SPORAUSWYN— 
pute 

So 

00 tod to 
Srauwuaenn= 
CyEVaun=— 


588 
Seakense 


vee 


s 
2 
$ 


! Income data for each year are based on interviews early in the fol- ? Data not available. 


lowing year. Tenths were obtained by ranking spending units accord- Note.—Details may not add to totals because of rounding. 
ing to money income before taxes. 


SUPPLEMENTARY TABLE 5 


RECIPIENTS OF SELECTED TYPES OF INCOME WITHIN INCOME QUINTILES, 1958 
[Percentage of spending units) 





| 
| Self- 
Income quintile! empioyment 
income? 


Business Farm — 
income} income* dividends’ 


All spending units 


LOWE. occ scscceveceeseccrsecvecess . 

Dc asvssptereressedisuc da vesete 

POEs vc cvacccvedevcccesseesecerces 

Fourth . has xdbenns ‘ ‘ | 
Ts vas enor abaesaea eas a 1 | 


1 Quintiles were obtained by ranking spending units according to 5 Interest, dividends, and royalties. 
money income before taxes. © Excludes payments by roomers. 
2 Income of professional men and artisans; excludes business in- 7 Pensions, annuities, social security and veterans’ benefits, un- 
come : employment compensation benefits, welfare payments, alimony, and 
‘Income from unincorporated businesses. regular contributions from one consumer unit to another. 
* Excludes farm income of nonfarmers. 
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SUPPLEMENTARY TABLE 6 


Liqguip Asset HoLpIncs * 
[Percentage distribution of spending units) 





1 Liquid assets, according to the Survey definition, are U. S. 1958. Data prior to 1957 also include marketable U. S. Government 
savings bonds, checking accounts, savings accounts in banks, and bonds, which were held by about | per cent of all spending units 
shares in savings and loan associations and credit unions; currency is early in 1957. Data are as of date of interview early in Survey year. 


excluded. Data prior to 1959 include postal savings accounts, se i ; 
which were beld by less than 2 per cent of all spending units early in Nore.—Details may not add to totals because of rounding. 


SUPPLEMENTARY TABLE 7 


Ligum ASSETS WITHIN INCOME Groups, EarLy 1959 
[Percentage distribution of spending units) 





1958 money income before taxes 


pea ae Sle ak Ala eT eee eT 
US | US | HS | BIB | 


¥ 


| 
Total liquid assets: 


a 


RNUARCO=— 


28 
25 
il 


Sm 


wo8s8asa 


VUeseoen 
8) waS=osRs 


$4,999. 
$5,000-$9,999. .. 
$10,000 and over 


wauercoak 


8 
8 
8 


vvad 


$1,000-$1,999 
$2,000 and over..... 


= 
= 
ann=-ak 


Bl. 
3 


All cases..... 


Savings accounts:?.... 
Zer: 


~ 


MAULEO 
& 


SCeune 


$2,000 and over... . 


8 
Sls 


All cases....... 4 





Checking accounts: 


nuax=at 























100 | 


1 No cases reported or less than one-half of 1 cent, loan associations and credit unions. 
2 Consists of savings accounts in banks and in savings and Nore.—Details may not add to totals because of rounding. 
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SUPPLEMENTARY TABLE 8 


CHANGES IN HOoLpDINGs oF Liquip AssETs’ 


[Percentage distribution of spending units within specified groups] 





Increase | 


———| Little §=9|.———___—____ No 
$500 change? holdings? 


Group characteristic and over $26-$499 





1957 | 1958 | 1957 | 1958 | 1957 1958 | 1957 


All spending units 


Income quintile: 


on--=—0o 


Occupation of head of spending unit: 
Professional and semiprofessional.... 
Managerial «s 
Self-employed businessma 
Clerical and sales... . 


Semiskilled. . .. Sense sabes eleanor 
URGES. ccc cccecsaces . 

Farm operator... 

Retired............. 


8a 


=Raasne 


Change in income: 5 
Increase: 
25 per cent and over 
5-24 per cent..... 
Little change 
Decrease: 
5-24 per cent 
25 per cent and over... . 
































! Data for 1958 based on holdings as of interview date and a year 
earlier as reported early in 1959; data for 1957 based on holdings as 
of interview date and a year earlier as reported early in 1958. For 
definition of liquid assets, see Supplementary Table 6, note 1. 

2 No change in holdings or change of $25 or less. 

} Zero holdings as of interview date and a year earlier, as reported 
early in 1959 and early in 1958. 


4 Occupational status in each year as of date of interview early in 
following year. 

$3 Change from previous year in money income before taxes. 
iste change includes change of less than 5 per cent as well as no 
change. 


Noret.-—Details may not add to totals because of rounding. 
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SUPPLEMENTARY TABLE 9 SUPPLEMENTARY TABLE 10 


AUTOMOBILE OWNERSHIP WITHIN SPECIFIED 
Groups, Earty 1959 (Percentage distribution of automobiles} 


AGE OF AUTOMOBILES OWNED BY CONSUMERs 


[Percentage distribution of spending units) 


All spend 

Money in 
Under | 
§1,000- 
8 


More than 7 years 


All automobiles owned....... 





$7,500-$9,999 . - - coated - 

$10,000 and over.... : 1 Ownership as of date of interview early in each year. In early 
Si A i i end 1959 automobiles were classified for age as follows (in terms of mode! the follow: 
a spending unit and age years): | year or less, 1959 and 198; 2 years, 1987; 3 years, 1956; 4 — 

head: . years, 1955; 5 to 7 years, 1954, 1953, and 1952; and more than 7 years, 

1951 and earlier. Similar classifications were used in previous 

Surveys. 
Nore.—Details may not add to totals because of rounding. 








1 No cases reported or less than one-half of 1 per cent. 
Nore.—Details may not add to totals because of rounding. 


SUPPLEMENTARY TABLE 11 


FREQUENCY OF Mason EXPENDITURES FOR DURABLE GOODS WITHIN INCOME AND AGE Groups * 
(Purchasers as a percentage of spending units within specified groups) 


Any major expenditure New automobile Used automobile 


Income or age group 


2000 
Not ase 
All ca 


Median 
Mean 


1 A major expenditure is defined as a net outlay (price less trade-in) 2 No cases reported or less than one-half of 1 per cent. 


of $100 or more for automobiles, furniture, and major household 
appliances combined. 
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SUPPLEMENTARY TABLE 12 


AUTOMOBILE PURCHASES WITHIN INCOME AND OccupaATIONAL Groups 


automobile 


All spending units 


Money income before taxes: 
Under $1,000. . 


ABSravuan—= 


[Purchasers as a percentage of spending units) 
New Used 
automobile 
Group characteristic 


Unskilled and service. 
Farm operator 
Retired 


! Occupational status for each year as of date of interview early in 


te following year, 


SUPPLEMBNTARY TABLE 13 


New | 
automobile 


Used 


automobile 


1957 1958 1957 


VoawArsonn 


Price Paw aND NET OUTLAY BY AUTOMOBILE PURCHASERS * 


Type of purchase and amount 


New automobile: 
Under $1,500... 
$1, $00-$1 ,999.. 
$2,000-$2, 499. . 
$2, 500--$2 ,999. 
$3,000-$3 499. 
$3, 500-$3 , 999. 
$4,000 and over. . 
Not ascertained. . 


All cases 


Median... 


Used automobile: 
Under $250 
$250-$499. 
$500-$749. 
$750-$999.... 
$1,000-$1 ,499 
$1;500-$1 7999... 5.2... 
$2,000 and over...... 
Not ascertained........... 


All cases........ 


Median. 
Mean 


(Percentage distribution of purchasers} 





Price paid 


1957 1956 


——nn— 
we Fancea-— 


\'$3,100 | $2,780 | 
$3,070 | $2,940 


21 


18 
13 
' 


ee 
ACrven=—weo 


8 
6 








$650 
$800 


"$700 
$900 


$600 
$780 


1955 1958 | 


18 | 


4} 


Net outlay? 


| 1986 1955 
| 


1987 


16 19 26 
26 | 28 32 
27 
is 
6 


ee 
- ww enn 


5 
3 


~ 100 100 
2,000 | $1,840 
110 $2: 010 | st, 900 


$2,100 | $2, 
$2,120 | $2, 


26 | 
20 
14 
10 


—e etn 


aw Duna 


‘nicl 


100 


100 


$420 
$620 


$470 
$610 


In cases of multiple purchases, information is tabulated for the 
tghest priced purchase only. 
‘After deduction for trade-in or sale of automobile. 


} No cases reported or less than one-half of | per cent 
Nore.—Details may not add to totals because of rounding 
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SUPPLEMENTARY TABLE 14 


PURCHASERS OF FURNITURE AND MAJOR HOUSEHOLD APPLIANCES WITHIN INCOME AND MarITAL STATus Grovps 
[Purchasers as a percentage of spending units) 


— : Television 
Group characteristic chase Furniture set i Refrigerator 


1958 


All spending units 


Money income before taxes: 


DOW DOUWAUA 


R=SScesane 
=RNS ew swaw 


$10,000 and over 


Marital status: 
Single: 
Age 18-44... ” 
Age 45 and over. 


Married :2 
Age 18-44, no children under 18........ 
Age 18-44, children under 18......... 
Age 45 and over, no children under 18.. 
Age 45 and over, children under 18.. 














Median expenditure}. ............. sae “4 $230 











1 Includes purchasers of items listed individually and of other 3 Expenditure for both new and used items, before deduction fo 
major household appliances. trade-in. 


2 Age refers to head of spending unit. Includes only spending 4 Not available separately. 
units in which both husband and wife are present. 


H-$99..... 
H00-$199.. . 
m00-$499.. 
-$999, 
1000 and o 


All cases 
SUPPLEMENTARY TABLE 15 


CreDIT PURCHASES OF AUTOMOBILES AND OTHER DuRABLE GOoDs WITHIN INCOME QUINTILES 
{Credit purchasers as percentage of all purchasers) 


Type of purchase and | Type of purchase and | 
income quintile | 1956 1955 income quintile 1958 1957 | 1956 1988 


Automobile—all incomes 61 (Used automobile—all incomes ?. | 
Lowest. “7 i eiind 62 | 
Second... re és 64 
Third... ; 14 ma | 
PRED ova sercgancanesewe | 64 i | 
Highest........ 46 

Furniture or major household 

New automobile—all incomes! . | | = appliances—all incomes 3 . | 

- | 

| 


* Revised. : 3 Purchasers of two items, one for credit and one for cash, 
1 Too few cases to compute percentage in lowest, second, and third classified as credit purchasers. Charge-account purchasers 


quintiles. . classified as cash purchasers. 
2 Too few cases to compute percentage in lowest quintile. 





AAA BOAR 


UNEMPLOYMENT PROBLEMS 1237 


20 FEDERAL RESERVE BULLETIN - JULY 1959 


ee 


SUPPLEMENTARY TABLE 16 


Types oF DEBT WITHIN AGE Groups, EarLy 1959 
[Percentage distribution of spending units) 


nc — 7 ase 


Personal debt only! Mortgage debt and 





Age of head of All No Some | Mortgage | 


Instal- 


spending unit cases debt debt debt Instal- Nonin- | ment and Instal- Nonin- 


4 ment and 
only ment stalment nonin- ment stalment nonin- 


| 
| 
| 
| 
stalment debt debt stalment 


—_—————————————_} —___ 


All spending units. . | 
14 | 
4M. 

4, , 

6% 


e 


For definition of personal debt see Supplementary Table 17, 


2 No cases reported or less than one-half of | per cent 
wie | 


Nort.—Details may not add to totals because of rounding 


SUPPLEMENTARY TABLE 17 


PERSONAL Dest * 
[Percentage distribution of spending units) 


Amount 1959 1958 | 1957 1956 | 1955 


1954 | 1953 | 


B00. .g 200 ceeere a8 pasevedsceees 41 42 4 | 67 
ices sans aa a 10 10 \ 45 
N00-$199.. 6 

0-$499. . coeecorecceees es 1 13 8 
K)-$999.. . aeee nes b09'0” a 1 12 4 
100 and over 1 17 6 


All cases cvease 100 100 





Includes all short- and intermediate-term consumer debt other 


are as of date of interview early in each year. 
un charge accounts; excludes mortgage and business debt. Data 


Nore.—Details may not add to totals because of rounding. 
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SUPPLEMENTARY TABLE 18 


PERSONAL DEBT WITHIN INCOME AND AGE Groups, EarLy 1959 
[Percentage distribution of spending units] 





Amount of personal debt! 


$7,500-$9,999... 
$10,000 and over 


VUVoesene2o 
WEIBAY=-Oo 


oe 





Axrru8 Cw 





1 For definition of personal debt, see Supplementary Table 17, Nore.—Details may not add to totals because of rounding 


note 1. 


SUPPLEMENTARY TABLE 19 


Persona Dest-Liguip AsseT RELATION WITHIN INCOME Groups, EarLy 1959! 
[Percentage distribution of spending units} 


1958 money income before taxes 





| 
—— | $7,500- 


| $1,000- | $2,000- | $3,000- | $4,000- | $5,000 
999 499 | $9,999 


$1,999 , 999 | $4,999 | $5,999 | 


57 “4 \ esse 





Some liquid assets... . woz 36 30 | 28 


| 

| | 

No liquid assets............... 2a 6|—CloMe 4 
| 

43 56 68 | 


| and over 


$10,000 
and over 


49 





No liquid assets aati ee 29 30 ‘oe 3 17 
Some liquid assets oe 26 51 





w —— 
SwiVne 











1 Personal debt and liquid assets as of time of interview; income Supplementary Table 6, note 1. 
before taxes in preceding year. For definition of personal debt, sce 2 No cases reported or less than one-half of | per cent. 


Supplementary Table 17, note 1; for definition of liquid assets, see Nore.—Details may not add to totals because of rounding 





Educat 
Grac 
Som 
High 
Som 
Colle 


Race o 
Whit 


year pr 
units he 
than th 

2 Exe 
tained 

i Job 
work, s 
reasons, 


UNEMPLOYMENT PROBLEMS 1239 


FEDERAL RESERVE BULLETIN - JULY 1959 


a 


SUPPLEMENTARY TABLE 20 


EMPLOYMENT EXPERIENCE IN 1958 AND 1957' 


[Percentage distribution of employee spending units within specified groups) 


Head employed less than full year 


| 
| 
Head | 
employed | For job-connected reasons} | For personal reasons! 
full year | 
Group characteristic (50-52 | 
weeks) | 
| 


27-39 | 26 weeks 40-49 | 39 weeks 
weeks | or less weeks | or less 


oe | | a 1 \ | 
1958 | 1957 |1958) 1958] 1957) 1958) 1957) 1988) 1957}1958|1957|1958}1957 
| 


All emp'oyee spending units 


Occupation when working: 4 
Professional and semiprofessional 
Managerial q 
Clerical and sales. 


ASenao 


Spending unit size and age of head:6 
Single person: 


Sunsae us 
Sreuco Ba 
Aaeeuww OD 
BAUune ~0 
saana So 


Education of head of spending unit: 
Grade school’ 
Some high school. .... . 
High school graduate 
Some college ; 
College graduate... . 








Race of head of spending unit: 


10,000 Nonwhite 


id over - -— 


' Refers to experience of head of penis unit during calendar or vacation without pay, staying home to keep house, or similar 
year preceding the Surveys early in 1959 and early in 1958. Spending reasons. 
units headed by persons in the labor force at time of interview, other 4 Spending unit heads that were not employed at time of interview 
than the self-employed, are classified as employee spending units. were classified according to their occupation when working. 

2 Excludes cases for which length of employment was not ascer- 3 No cases reported or less than one-half of | per cent. 
tained ¢ Too few cases in groups age 65 and over to compute percentages. 

Job-connected reasons were defined as follows: inability to find 7 Includes spending unit heads that had no schooling (less than 2 
work, seasonal nature of work, strike, and temporary layoff; personal per cent of all employee units in each year) as well as those that 
reasons, as illness or disability, school attendance, leave of absence attended grade school, 

Note.—Details may not add to totals because of rounding. 
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SUPPLEMENTARY TABLE 21 
CHARACTERISTICS OF EMPLOYEE SPENDING UNITS WITHIN SPECIFIED EMPLOYMENT EXPERIENCE Groups 


[Percentage distribution) 


Head employed | Head employed less than full year for job-connected reasons 
ull year ae 


Group characteristic (S0-S2 weeks) 40-49 weeks 27-39 weeks | 26 weeks or less 


1958 1957 1958 1957 1958 1957 1958 1957 





28 
38 
23 | 


: 


home hens , () 
Not ascertained......... ss () 





All cases.......... 





Spending unit size and age of head: 
Single person: 
18-44 


45-4..... 

65 and over..... 
Two persons or more: 

18-24........ 

25-34. 

35-44. 

45-54... 

$S$-64........ 

65 and over. . 
Not ascertained 





| wanrasane 





All cases. 





Education of head of spending unit: 
Grade school...........--554 
Some high school. . 

High school graduate 
Some college 

College graduate 
Not ascertained. . 





All cases 








Race of head of spending unit 
WIR... ccccccccceccscces 

















100 





1 No cases reported or less than one-half of | per cent. Note.—For explanation of terms used in this table, see notes to 
Supplementary Table 20. Details may not add to totals because of 
rounding 
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(The article, “Incidence and Effects of Unemployment in 1958,” 
from Federal Reserve Bulletin, July 1959, follows :) 


47557 O—60—pt. 3-30 





INCIDENCE AND EFFECTS OF UNEMPLOYMENT IN 1958 
Findinge of the Survey of Consumer Finances ,1959* 
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~~ 
‘ALEC BEEES- ascend 
For about two years prior to the onset of the 
1957-58 recession, the number of unem- 
ployed, persons had been relatively stable at 
almost 3. million, or about 4.2 per cent of the 
civilian labor force, according to monthly 
Bureau of the Census data after seasonal ad- 
justment. By April of 1958, the recession 
low point for general economic activity, the 
number of unemployed had reached 5 mil- 
lion or 7.5 per cent of the labor force. In 
the autumn of 1958 the unemployment rate 
began to decline and by June of 1959 was 
down to 4.9 per cent. The increase in un- 
employment during the recession was con- 
centrated among production workers in 
durable goods manufacturing industries and 
related activities. 

The Surveys of Consumer Finances con- 
ducted early in 1958 and 1959 provide some 


—~ iawn i i. a a. | 


Se & O&© wo 0 0 


*Publ ished originally in the Federal Reserve Bulletin, July 1959, 


PPe 705-709, 722-7256 
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information on the employment experience 
during the previous year of the heads of 
the spending units interviewed. Thus it is 
possible to distinguish spending units in 
which the major earner experienced unem- 
ployment at some time during the year and 
to describe broadly the kinds of units that 
were So affected. Survey data on the com- 
position of income and on change in income 
from the previous year give some impression 
of the effects of the head’s unemployment 
on the income of the spending unit. Data 
on liquid asset holdings at the beginning 
and the end of the year suggest possible 
effects on asset holdings. Information is 
also presented on purchases of durable goods 
and debt positions of units experiencing un- 
employment. 


Incidence among spending units. The ac- 
companying table summarizes Survey data 
on the employment status of all spending 
units and on the number of weeks worked 
for employee spending units—those headed 
by persons in the labor force at the time of 
the Survey other than the self-employed.** 
According to findings of the 1959 Survey, 
there were more than 7.5 million spending 
units in which the head worked less than 


All groupings of spending units by employment 
status and experience relate to the circumstances of 
the head of the unit. Information was not collected 
on the status and experience of other members of 
the unit. 

Spending unit heads who worked 50-52 weeks, in- 
cluding paid vacations and paid sick leave, were con- 
sidered as having “full-year” employment. Those 
who worked less than 50 weeks for economic (job- 
connected) reasons—primarily inability to find jobs 
and temporary layoffs—were classified as having been 
unemployed. Also grouped with the unemployed 
were those who worked less than 50 weeks because 
of the seasonal nature of their occupation or because 
they were out on strike; the total for these two groups 
is estimated from Survey results at 800,000 for 1958. 
Not included with the unemploved group as defined 
in this article were an estimated 4 million heads of 
spending units who worked less than 50 weeks for 
personal reasons—for example, iliness, school attend- 
ance, leave of absence from work without pay. About 
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EMPLOYMENT STATUS AND EXPERIENCE 
1958 anp 1957 
[Percentage distribution] 


Status of head of unit, 
and employment experience 


All spending units 


Self-employed or not in labor force. . 
Employee spending units 


Employee spending units—total.... 


Employed full year 
Employed less than full year: 
Job-connected reasons—total.... 


27-39 weeks 

26 weeks or less... 
Personal reasons—total . 

40-49 weeks. . 


8 


os 

PNUSrsS.© 
~ 

WNrIA~ PRON 





Note.- ii aa explanation of terms used in this table, see Supple- 
mentary Table notes | and 3. Details may not ‘add to totals 
because of rounding. 


the entire year 1958 for economic reasons 
—primarily inability to find jobs or tempo- 
rary layoffs. Such units represented 20 per 
cent of the estimated total of 39 million em- 
ployee spending units. Comparable data 
from the 1958 Survey indicate that the heads 
of 6 million employee spending units, or 
about 15 per cent of the total, worked less 


than a full year for economic reasons during 
1957.'* The number of spending unit heads 


14 per cent of those classified as unemployed men- 
tioned personal as well as job-connected reasons in 
accounting for employment of less than the full year. 
For this group employment for, say, 26 weeks did not 
necessarily imply unemployment for the remaining 
26 weeks; the individual may have been in school, or 
otherwise not in the labor force, for part of 1958. 

*“ Survey findings on work experience in 1957 and 
1958 are in general agreement with those of the 
Bureau of the Census pertaining to the annual work 
experience of individuals in the population. Precise 
comparisons, however, are not possible because of 
differences in definitions and classification procedures 
in the two inquiries. Census data for 1957 are pub- 
lished in “Work Experience of the Population in 
1957," Current Population Reports, Labor Force, 
Series P-50, No. 86, U. S. Bureau of the Census, 
September 1958, Table 15. Comparisons for i958 
were. made with data that have not as yet been pub- 
lished. 
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who worked 26 weeks or less was consider- 
ably larger in 1958 than in 1957. 

The characteristics of spending unit heads 
who experienced some unemployment in the 
two years were similar in a number of re- 
spects. In both years a relatively large pro- 
portion of unskilled and semiskilled work- 
ers, nonwhite persons, and those with little 
formal education worked less than a full 
year for job-connected reasons (Supple- 
mentary Table 20).‘* Unemployment was 
also relatively high in both years among 
spending unit heads who were very young, 
many of whom were inexperienced workers 
just entering the labor force. 

Despite these general similarities in the 
incidence of unemployment in the two years, 
unemployment during 1958 affected a group 
which had more skill, was older, and was 
better educated than the group that was un- 
employed in 1957. Among occupational 
groups, for example, the increase in unem- 
ployment was greatest for semiskilled work- 
ers; this reflected the high proportion of these 
workers in durable goods and other indus- 
tries hardest hit by the recession. As a 
result, semiskilled workers represented a 
larger proportion of those who worked less 
than a full year in 1958 than in 1957 (Sup- 
plementary Table 21). 

The increase from 1957 to 1958 in un- 
employment of spending unit heads also 
bore more heavily on certain age and ed- 
ucational groups. In both years those under 
25 were most often affected, but the largest 
increase occurred in the middle age ranges 
—35-44 and 45-54. With respect to educa- 
tion, the most marked rise occurred among 
those at intermediate levels of educational 
attainment. 


“ These factors are of course highly interrelated; 
the same unemployed individual would often fall in 
two, or all three, of the groups mentioned. 


These differences throw some light on the 
distribution of unemployment among em- 
ployee spending units associated with a re- 
cession as contrasted with that during a more 
normal period. Data for the calendar years 
1957 and 1958 cannot be interpreted as 
precisely indicating such differences—be- 
cause a part of each year was affected by 
recession—but they are suggestive because 
the main brunt of the recession, at least with 
respect to unemployment, was borne in 
1958. 

Effects on income. Unemployment has var- 
ious consequences for the individual and his 
family, the most immediate of which is loss 
of income. As the lower panel of the chart 
at the top of page 708 indicates, declines 
in income from 1957 were reported often by 
spending units whose heads experienced un- 
employment during 1958. Among those in 
which the head worked 40-49 weeks, 40 per 
cent reported that their income was less in 
1958 than it had been in 1957. The pro- 
portions reporting declines rose to 50 per 
cent for those who worked 27-39 weeks and 
to 70 per cent for those who worked 26 
weeks or less. In contrast, only 12 per cent 
of those employed for the full year reported 
a decline. 

Unemployment compensation benefits and 
other transfer payments were an important 
source of income for spending units that 
were affected by unemployment. As may 
be seen in the top panel of the chart, the 
average amount of transfer payments showed 
a sharp rise as the number of weeks of em- 
ployment declined. About 60 per cent of 
those with less than 40 weeks of employment 
reported receiving transfer payments, in con- 
trast with 40 per cent of those working 40- 
49 weeks, and 12 per cent of those working 
the full year. 

The group that experienced some unem- 
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MONEY INCOME 

OF EMPLOYEE SPENDING UNITS, 1958 

TYPES - MEANS, THOUSANDS OF DOLLARS 
TRANSFER 





CHANGE FROM PRECEDING YEAR 
PERCENTAGE OF ALL SPENDING UNITS IN Grour 


| DECREASE 


WITHIN 
5% 


INCREASE 


5-248 


25% OR MORE 





7 


50-52 40.49 27.39 26 OR LESS 


EMPLOYMENT OF HEAD IN 1958 - WEEKS 

Note.—Calendar-year income before taxes. 
tea weens a eas ane to Biner"facome, tone income 0 of pre 
definition of transfer payments, see note <b rogmers, Fars 
aon employment of head, see note to chart in next 
ployment differed little from the fully em- 
ployed in the extent to which wives supple- 
mented the earnings of the head of the unit. 
Among husband-wife units in which the 
head was affected by unemployment for part 
of 1958, the wife was employed either full 
or part time in almost one-half the cases 
and her earnings averaged about $1,600 
(mean). The proportion of wives who 
worked was slightly less for spending units 
in which the head worked the full year, but 
the average amount earned by wives was 
larger—$1,900. 

Effect on liquid assets. Spending units ex- 
periencing unemployment in 1958 held 
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smaller amounts of liquid assets than fully 
employed units. The difference was espe- 
cially marked between those with less than 
40 weeks of employment and those with 
longer periods as may be seen in the ac- 
companying chart. 

Liquidation of assets during 1958 ac- 
counts in part for the less favorable asset 
position of the unemployed early in 1959. 
Almost one-half of the spending units that 
experienced some unemployment during 
1958 and that had liquid assets at the begin- 
ning of 1958 drew down their balances over 
the year. This compares with about one- 
third for the fully employed units. A more 
important factor in comparing the asset 
ownership of the two groups, however, was 
that the holdings of those unemployed dur- 
ing part of 1958 had been much smaller 
early in the year than those of fully em- 
ployed units. 


LIQUID ASSETS OF EMPLOYEE SPENDING UNITS 


MEAN HOLDINGS “ 
HUNDREDS OF DOLLARS cary se Baga ; 
16 

tany se fl) 





= 
| SPENDING UNITS” with HOLDINGS 
| PERCENTAGE OF ALL SPENDING UNITS IN Grove | 


50-52 40.49 27-39 26 OR LESS 
EMPLOYMENT OF HEAD IN 1958 — WEEKS 


Note.—Employment of head refers to full-year (sqs2 
weeks) or less-than-full-year for job-connected reasons. 
definition of job-connected reasons and of employee ie 
units, see notes to Supplementary Table 20. 

Data for liquid asset holdings for both years were reported 
at time of interview early in 1959. 
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Some of the difference in liquid asset 
ownership early in 1958 might have been 
expected because unemployment affects cer- 
tain groups more than others and the groups 
affected tend to have smaller asset holdings. 
Part of the explanation also may be that 
those who experienced unemployment in 
1958 had experienced unemployment in 
earlier years to a greater degree than those 
who were fully employed during 1958. 

Durable goods and debt. In view of their 
smaller incomes and their limited asset hold- 
ings, it is not surprising that spending units 
with unemployment experience spent less on 
the average for cars and household durable 
goods in 1958 than the fully employed. 
Among those with less than 40 weeks of em- 
ployment, for example, about half purchased 
a new or used car or some household dur- 
able good and these purchasers spent about 
$475 on the average. Among the fully em- 
ployed more than three-fifths made such 
purchases, with an average expenditure of 
$800. Although spending units with unem- 
ployment purchased less frequently and 
spent less than employed units, their aggre- 
gate expenditures for these purposes repre- 
sented about the same proportion of their 
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aggregate income—8 per cent—as for the 
fully employed. 

More than 7 in 10 of the spending units 
affected by unemployment in 1958 owed 
some personal debt early in 1959. This 
was about the same proportion as for the 
fully employed. The amounts owed by 
debtors who were fully employed, however, 
was almost $900, compared with about $750 
for units with 40-49 weeks of employment 
and $650 for those with less than 40 weeks. 
The smaller average indebtedness of spend- 
ing units in which the head was employed 
less than 40 weeks was attributable to 
smaller amounts owed on cars and durable 
goods. Other short- and intermediate-term 
indebtedness was about the same on the 
average for the various groups. 

While personal debt was smaller on the 
average for those unemployed for part of 
1958 than for the fully employed, it was 
larger in relation to their incomes and liquid 
assets. For example, among debtor spend- 
ing units with less than 40 weeks of employ- 
ment, less than 40 per cent owned any 
liquid assets. In contrast almost 80 per 
cent of the fully employed debtors reported 


some assets. 
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SUPPLEMENTARY TABLE 20 


EMPLOYMENT EXPERIENCE IN 1958 AND 1957' 


[Percentage distribution of employee spending units within specified groups] 





Group characteristic 


1958 | 1987 |19$8|19S7}1958 


All employee spending units. 


Occupation when working:4 
Professional and semiprofessional 
Clerical 
Skilled. . 

Semiskilled 
Unskilled and service . 


Spending unit size and age of head:6 
Single person: 
18-44....... 


18-26,..+05 
25-34.. 


Education of head of spending unit: 
Grade school’ 
Some high school . 
High school graduate. 
Some college 
College graduate 


Race of head of spending unit: 
White. . eeeeencee 
Nonwh 


! Refers to experience of head of spending unit during calendar 
year preceding the Surveys early in 1959 and early in 1958. Spending 
units headed by persons in the labor force at time of interview, other 
than the self-employed, are classified as employee spending units. 

2 Excludes cases for which length of employment was not ascer- 
tained 

} Job-connected reasons were defined as follows: inability to find 
work, seasonal nature of work, strike, and temporary layoff; personal 
reasons, as illness or disability, school attendance, leave of absence 


Head employed less than full year 





For job-connected reasons} | 


40-49 | 27-39 | 26 weeks 
weeks | or less | 


For personal reasons 


NAWEND 


Rowmoco ww 
Piedad I AD 
Counter “wo 
Aeawe OD 


—a2end 





or vacation without pay, staying home to keep house, or similar 
reasons. 

4 Spending unit heads that were not employed at time of interview 
were classified according to their occupation when working. 

5 No cases reported or less than one-half of 1 per cent. 

6 Too few cases in groups age 65 and over to compute percentages. 

7 Includes spending unit heads that had no schooling (less than 2 
per cent of all employee units in each year) as well as those that 
attended grade school. 

Norte.—Details may not add to totals because of rounding. 





1248 UNEMPLOYMENT PROBLEMS 


SUPPLEMENTARY TABLE 21 
CHARACTERISTICS OF EMPLOYEE SPENDING UNITS WITHIN SPECIFIED EMPLOYMENT EXPERIENCE Groups 


[Percentage distribution] 





Head employed Head employed less than full year for job-connected reasons 
full year = 
Group characteristic (30-52 weeks) 40-49 weeks 27-39 weeks 26 weeks or less 
ee i 
1958 1957 1958 1957 1958 1957 1958 1957 





Occupation when working: 
Professional and semiprofessional 3 
Managerial A 0G 2 

; 27 


34 
2s 


"2 


100 


8 


Spending unit size and age of head: 
Single person: 


oS 


an ey 
65 and over....... 
Not ascertained... 





100 


Education of head of spending 
Grade school. . $2 
Some high sch 29 
High school graduate | 17 
Some college. 13 2 
College graduate @) 
Not ascertained. i @) 


100 


ni 
° 80 
18 20 
@) 


100 | 100 























1 No cases reported or less than one-half of | per cent. Note.—For explanation of terms used in this table, see notes to 
eer Table 20. Details may not add to totals because of 
rounding. 
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Senator McNamara. Do you think there might be difficulties or 
objections to allowing old age benefits, even though the beneficiary 
earns in excess of $1,200, the existing maximum amount ? 

Mr. Conen. Would there be objection ? 

Well, I think that there are two problems on that, Senator. One 
is, of course, the cost of that. I think there would be objection to 
repealing the provisions completely in terms of its cost. To repeal 
it completely would require about 1 percent more of payroll, which 
would mean you would have to jack up the employer contribution a 
half of 1 percent and the employee contribution a half of 1 percent. 

Senator McNamara. You mean that the savings to the fund by 
oneeee of people who make over $1,200 a year amount to this 
much @ 

Mr. Couen. Yes, sir. And that has already been taken into account 
in determining the rate that Congress set for the program. So any 
change in that must necessarily involve some increase in the actuarial 
cost. 

Senator McNamara. Well, that is a surprising figure to me. 

Mr. Conen. Yes. And when you put that in terms of dollars, it 
involves a lot of money, because 1 percent of payroll at the present 
time is probably running more than $2 billion a year. 

But I do think that it would be possible to modify the retirement 
itself somewhat. At the present time it is some $80 units above the 
$1,200, as you know. It seems to me that as a minimum that ought to 
te increased to $125. That could be done with only increasing the 
actuarial costs one-tenth of 1 percent. 

Senator McNamara. And that would be helpful to people that had 
vasonal employment ? 

Mr. Coen. Yes, it would. 

Senator McNamara. And it would encourage seasonal employment 
nthe part of these people ? 

Mr. Couen. Part time. And at the same time it wouldn’t give the 
nefits to a man who was going to work anyway, making $6,000 or 
$000 a year, a meleinant person or a self-employment base man. 
[think for that modest cost it would put the money in that place at the 
present time. 

Senator McNamara. Thank you very much. We are glad to have 
that observation for the record. 

I also want to say that we appreciate the help you gave us in 
stablishing the ground work for this committee. Your advice and 
ounsel when we were first starting out in this field had been very 
ielpful. And again I want tothank you very much. 

Thank you very much for being here today. You have made a 
ery fine contribution to our record. 

Mr. Conen. Thank you, Senator. 

Senator McNamara. We have Senator Hart in the audience this 
horning. He has indicated that he doesn’t mind if we call the next 
“itness before him, though he comes on the list prior. At this time 
re will hear from Harvey Campbell, executive vice president, Greater 
ktroit Board of Commerce, Detroit. 
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STATEMENT OF HARVEY CAMPBELL, EXECUTIVE VICE PRESIDENT, 
GREATER DETROIT BOARD OF COMMERCE, DETROIT, MICH. 


Senator McNamara. I see you have a statement here. We would be 
happy to have you proceed in your own manner. 

Mr. Campsety. I want to thank you for giving employers an op- 
portunity to be represented here. And I would like to preface these 
written remarks with a little definition of the Greater Detroit Board 
of Commerce, which is greatly misunderstood. 

The program of the Greater Detroit Board of Commerce is, as close 
scrutiny of its history for the past 30 years will show, dedicated to the 
workers of Detroit. We want to keep them employed. We believe 
that the most important person in Detroit is the worker who is tak- 
ing a piece of the raw material and increasing its value. I know that 
if those people didn’t work we would dry up, you and I and every- 
body else. Our program is to remove every obstacle there may be 
between that worker and the customer for the articles he is making. 
An obstacle may be rocks in the river, as there were in the St. Law- 
rence, when we had the first St. Lawrence convention in our building 
in 1920. They may be tariffs; they may be freight rates. [ think 
when this organization was first started in 1903 it was the result of 
a remark which Gemongus, who had an iron foundry, made to Mike 
Murphy, who ran achaircompany. He said: 

Let’s get these organizations together and form one big one that will put 
Detroit on the map and keep it there. 

Well, it was well on the map before I got into the picture. 

With that idea in mind, I would like to say that what we are inter- 
ested in is keeping people employed. So far, what I have heard here 
amounts to plans for assuaging the sorrow and the suffering of the 
man who is unemployed. Nothing that I have heard will cause a new 
job to be made. In fact, it is quite discouraging to those who are 
ready, willing, and able to provide jobs in this area, that jobs which 
are being born in Detroit are being transplanted elsewhere, a point 
I will come to very soon. Factories—extensions of Detroit opera- 
tions—are now beginning to show, not only through the Southern 
States, but throughout the world. I understand that there are about 
47 branches of Detroit factories in such places as Sao Paulo, Brazil, 
where they find willing workers. Many Michigan companies are 
building small plants to make units and substructures that they can 
ship to Detroit to be completed. They are selecting Germany at the 
present time. They have done pretty well in Europe, because they 
can take very cheap labor over there, skilled labor that turns out a 
good product that doesn’t need much inspection when it gets here. 
And they can get it to Detroit cheaper than it can be built there. 
The one thing that had been forgotten is that the employer, when he 
has to close his plant, is not just a dirty dog, he loses is job too, He 
has to compete. If he is sell 


ing a part that goes into an automobile, 
his salesman that has to go to all of the automobile purchasing 
agents—these purchasers are told to be tough. They have got to be 
tough, because you can make a buying profit as well as a selling 
profit. The salesman comes back with a blueprint. The engineers 
go to work, and they can tell what it costs to manufacture the part. 
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They submit a bid, and one company gets it. Lots of times that 
business goes to Tennessee or elsewhere, because the Detroit. area can’t 
compete. 

I know some men, I am not going to mention their names, who 
have just folded up. They have enough money, and they say, “So 
why should we fight this constant battle.” 

In an attempt to change the philosophy that seems to be here, the 
material that L will submit begins as follows: Michigan’s unemploy- 
ment problems provide a graphic illustration of the effect on job 
opportunity when a State’s economic and political climate deteriorates. 
During the first half of the 20th century, Michigan was the mecca for 
people throughout the world who sought job opportunity. 

Business, in partnership with investors and workers, created an 
industrial complex that produced better products for better living 
throughout the world. Science, technology, and invention were joined 
with capital, management, and manpower to produce a higher stand- 
ard of living for all. 

Industrial growth and develpoment is a job of reforestation. New 
industries, new products and ideas must be encouraged to take root 
and grow in order to replace those that die out from obsolescence—or 
that are transplanted to a more favorable climate. 

The reforestation of industries needs a healthy economic and politi- 
cal climate just as the small tree needs fertile soil, sunshine, and water. 


MICHIGAN IS SUFFERING FROM NEGLECT OF ITS ECONOMIC CLIMATE 


Michigan is suffering from neglect of its economic climate. We 
have an abundance of resources including materials, manpower, elec- 


tric energy, fuel, transportation, and water supplies. Michigan suf- 
fers from a lack of investor confidence in the administration and 
attitudes of government. 

The apologists blame automation, decentralization, and defense 
procurement for the State’s unemployment. 

Automation and mechanization have been going on throughout the 
United States, but in spite of this, manufacturing employment in the 
United States outside of Michigan increased during the past decade 
while Michigan’s employment decreased. Actually automation is a 
vast creator of new job opportunities. 

The great industrial research centers in Michigan are developing 
new processes, new products, and new methods that will create untold 
job opportunities for tomorrow. The location of these new job oppor- 
tunities will depend on the economic and governmental climate that 
can be most conducive to growth and expansion. 

Usually when a thing is discovered in a community it is tried out 
in its own backyard. great many of these factories—and a great 
many people forget this fact—are sildned because of an economic sur- 
vey that may be developed by the directors or by some outside 
source. Therefore, some excellent companies will tell a factory where 
it should go to make a certain product, depending upon the market. 
In the ivory towers of probably the General Motors Building and 
the Empire State Building and the Union Trust Building at Cleve- 
land and elsewhere, there are little groups that are meeting right 
now. They are saying, “We have the predict, it has been perfected, 
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we know what we can make it for, we have had a market survey, we 
know what we can sell it for, and we have the market for it, and we 
have plenty of support for financing it. Where are we going to 
make it?” Detroit was also on that list, but now it has fallen off, 
particularly because of the cartoon publicity—which I will bring up 
later. 

The mobility of industry has increased enormously in the past 25 
years. Industries are no longer bound to a particular location. 
There is intense competition between communities and States for in- 
dustrial development. The State that adopts punitive philosophy 
toward business and job opportunities will be short circuited in the 
industrial development of the 1960's. 

Michigan has a great opportunity and a greater responsibility to 
reclaim its proper place in the coming industrial growth of the United 
States. Prof. Wm. Haber, in his report, “What’s Ahead for 
Michigan?” I think that is the Upjohn report, and I am sorry Pro- 
fessor Haber isn’t here. I am sorry his son is sick—he states that 
Michigan is 400,000 jobs behind at the present time and will need to 
develop 1,100,000 new jobs by 1970 if the State is to keep pace with the 
growth of population and sais in the United States. To create 1,100,- 
000 in the next decade will call for the investment. of approximately 
$15 billion. To encourage investment of this amount by America's 
millions of investors will require a substantial shift in the attitude of 
Government and labor toward job creators. 

Only one man can furnish the needed jobs—that man is the em- 
ployer. Michigan’s unemployment problems will be solved when the 
employer is convinced that costs in Michigan are now and will con- 
tinue to be competitive with those for his industry in other areas. 
Many factors that determine plant location—such as nearness to raw 
materials and markets, transportation costs, and so forth, are rela- 
tively fixed for the years ahead. Other factors, such as labor costs 
and conditions, and taxes are subject to union attitudes and the whims 
of municipal and State administrators. Many manufacturers now 
contemplating the construction of new plants or additions to existing 
plants are convinced that Michigan’s tax climate and worker attitudes 
compare unfavorably with like economic factors in competing States. 
Our job is to change the basic economic conditions so that these job 
creators will have a new faith in Michigan’s future. 

Much has been said about what to do about unemployment. The 
answer lies in prevention, not treatment. As the physical health of 
the community is maintained at a high level by preventive medicine, 
the economic health can best be maintained by steps that will prevent 
the development of unemployment. 

There is risk capital waiting for opportunity. There are ambitious 
entrepreneurs anxious to get started. They don’t seek handouts or 
special privileges. Al] they ask is a fighting chance to be successful. 
Confidence is lacking. Government, at all levels, must be a help, not 
a hindrance, in relationship with the only man who can provide jobs— 
the employer. 

All this talk about getting Government money will cost the tax- 
payer more, and the big ones particularly will be discouraged. We 
get only two-thirds of what Michigan pays in, and it won’t produce 
a single constructive job. The social thinkers spend a lot of money 
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to teach people how to live, but they won’t pay attention to the firm 
relationship with the only man that can provide jobs, the employer. 
How can an employer take Michigan to its bosom while Michigan is 
on his back ? 

Senator McNamara. Do you wish the cartoon included in the 
record ? 

Mr. Campsety. I don’t. I am sorry I brought that thing along. 
This appeared in the New York Herald Tribune on October 28. It 
later appeared in the Detroit News last week, I think, on the editorial 
page. It is an unfortunate thing. I don’t think it is funny. But it 
is the opinion that others have. ‘And if the New York Herald Tribune 
published this in its Paris edition, it appeared simultaneously in every 
capital in Europe where all the American money is going now. I 
think it is a shame that that opinion is spread out for the attention of 
those ivory tower guys that are supposed to start new factories. 

I think there are a lot of things that ought to be said here. Al 
Barbour says that this is a welfare State, and we can’t get by without 
help from the U.S. Government. Perhaps that might turn out to be 
true. But during Detroit’s tremendous depression—and while we 
were groveling around under this last depression and blaming each 
other, Greater Detroit has grown. Next year’s census will show that, 
since the last census in 1950 we have grown at least 100,000 people a 
year. I predict the 1960 census will show an addition over 1950 of 
nearly a million people. 

If you have got a hundred and thirty thousand of these people out 
of jobs, why did they come here? They came here because they were 
out of jobs. This has been the mecca. The State of Michigan, with 


all the whining, and talked about as a welfare State, had added a popu- 
lation that could take in all of Colorado, or all of Oregon. Since 
1950 Detroit has 00 on as much population as today’s entire Denver 


or Dallasarea. That isn’t a static city or a deserted village. 

Senator McNamara. Mr. Campbell, you mentioned Professor 
Haber’s Upjoin Report. We already have a report that is in our 
record, so we recognize your reference. 

You start out by saying that there had been much talk about un- 
employment and unemployment insurance. Actually this is the prob- 
lem. The mayor of the city sat where you are yesterday and said we 
were going to continue to have 12 percent of our people unemployed. 
_ Mr. Campsett. I don’t think there is any doubt about it at all, but, 
in the meantime, you are using a stopgap. The way to do away with 
unemployment is to create jobs rather than give out a dole, which a 
lot of them resent. 

Senator McNamara. In the meantime, we see no better answer than 
eo relief. Do you have something to recommend in lieu 
of this ¢ 

Mr. Campseii. Not a thing. I do recommend that if it could be 
handled by the State it would be much better, because the brokerage 
between here and Washington is entirely too expensive. If we get 
$50 million from Washington for any good purpose, this or anything 
else, it is going to cost the Michigan taxpayers approximately $70 mil- 
lion. If they want $70 million worth, why don’t dey go out and spend 
it and create about 50 percent more relief ? 

_ Senator McNamara. And you would be in favor of the State initiat- 
ing a program of unemployment relief ? 
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Mr. Campseiy. Yes; if they are going to get socked by the Govern- 
ment, why not get it to an even-pay base ? 

Senator McNamara. And you would support such move at the State 
level ? 

Mr. Campse... Yes, sir. 

Senator McNamara. Thank you for appearing. 

Senator Philip Hart. We certainly are glad to have you here this 
morning. 


STATEMENT OF HON. PHILIP A. HART, A SENATOR FROM THE 
STATE OF MICHIGAN 


Senator McNamara. Will you proceed in your own way, Senator 
Hart. 

Senator Harr. First, let me thank you for the opportunity to appear 
before this important select committee. 

I have nothing, I fear, that would be new, nor that would add to 
the factual background that your committee has already received. 
But there is one aspect of the problem that has interested me, since I 
had the good fortune to join you in Washington this year, and in which 
Michigan employers and employees have a vital interest, and that is 
the matter of the economic impact of national defense policy. 

When I started to look into the thing earlier this year, I was sur- 
prised to see that Michigan has experienced the greatest decline in 
defense contracts of any industrial State I know; and, parentheti- 
cally—and I am sorry Harvey Campbell left—I have no indication 
that a rumored bad political climate or economic climate had the slight- 
est thing to do with the decision of the Defense Department as to where 
to put that business, nor cartoons either. For four decades the mass- 
production, machine-tool, automotive-industiral complex of this State 
had served the Nation—and, in fact, the world—as the “arsenal of 
democracy.” Even as recently as the Korean emergency, greater 
defense and military demands were made of our industry and our 
skills than of any other area. Suddenly this is no longer the case. 
Why? And what have the consequences been ? 

The broad-gaged changes that have been occurring in the auto indus- 
try, such as automation, the decentralization of their production facil- 
ities to other parts of the country, and the integration of machine-tool 
facilities into the regular operations of the big producers—these 
changes have obscured what has been happening to Michigan indus- 
try because of changes in defense policy. 

It seems to me almost preatane to understand the unemployment 
situation in Michigan, or in any other area where heavy defense work 
has been cut back, without taking into account the drastic nature of 
such cutbacks and changes in defense planning. This past summer I 
took a look at Michigan industry, and it may illustrate this point. 
One company employed approximately 33,000 workers on defense 
work in midyear 1953. As of last summer they employed approxi- 
mately 1,700. By the end of the year this will be cut even further. 
Looking at the State as a whole, defense employment in Michigan 
declined from 200,000 in mid-1953 to less than 40,000 at present. 

Mr. Chairman, I have several charts which were prepared by my 
office and the Research Division of the Michigan Employment Secu- 
rity Commission giving background to those figures, if I may. 
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Senator McNamara. We would like to make those a part of the 
record at this time. 

(The table entitled “Defense Employment in Michigan, 1952-59,” 
follows :) 


TaBLE XX VIII.—Defense employment in Michigan, 1952-59 


[Employment in thousands] 


High Low 
as = = Monthly 
average 
Month Employment Month Employment 


Januar 

December... 

December--- 

December. -- 

December... 

November -. 49 


Note.—Data on defense employment in Michigan is limited to reporting establishments (ES-211 and/or 
MESC-3200 reporting programs). 


TABLE XXIX.—T rend of ES-202 covered employment, major group 19, ordnance 
and accessories, Michigan 1955-58 


1956 1957 1958 Month 1955 1956 1957 1958 


5, 525 4,779 | 10,710 
5, 936 2, 602 5,045 | 11,291 
6, 798 5,110 | 11,490 
7, 560 2, 006 5,105 | 11,390 
9,445 || November p 5, 295 11, 378 
10, 143 |} December-......| 2,012 5, 632 11, 632 


It is difficult to measure the trend of defense employment in Michigan for 
1958 because of switching over to the joint reporting program. No comparable 
data with 1957 are available from October 1958 forward. It appears however, 
in June 1959, that 40,000 workers are engaged in defense work in Michigan. 
The preceding figure, however, is just a guesstimate based on observation of 
trends in the tabulation. 

During 1958 and 1959 every major area in Michigan, with the exception of 
one (Kalamazoo), at some time or other was classified in the ‘‘substantial labor 
surplus” category. The following table shows area classification by bimonthly 
period for each of the major areas: 


TABLE XXX.—Area classification, Michigan 


| 
Month and year Battle | Detroit Flint Grand | Kala- | Lansing | Muske- 
Creek Rapids | mazoo gon 


January 
March 


September. . ...-...- 
November 
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March 
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Considerable improvement has occurred in these major areas as is evidenced by 
the May 1959 classification codes. The only change proposed for the July 1959 
classification period is the shift of Detroit from F to E. 

During 1958 and 1959, 15 smaller areas were classified as substantial labor 
surplus in Michigan. Following are these areas and the periods in which they 
were so classified : 


Period in surplus status Number of 
months 


March 1958 to May 1959. 15 

October 1958 to May 1959 

April 1958 to May 1959. 

July 1957 to May 1959 
Benton January 1958 to March 1959 
Escanaha February 1958 to May 1959- 
Grand Haven-Holland ~---| October 1958 to March 1959_ - 

March 1958 to March 1959 

April 1954 to May 1959 
DOIN Cin tiebnsenncsicecscacarennel November 1957 to May 1959 
ss {pany 1958 to May 1959 


y 
Apri 1958 to May 1959 
arch 1956 to May 1959. 
September 1958 to May 1959. 


Of the smaller areas classified as substantial labor surplus in May 1959, several 
have been recommended for removal from the surplus category in July 1959. 
These are Escanaba, Sturgis, Owosso, and Jackson. 


TaBLeE XXXI.—Very small areas of substantial labor surplus, Michigan 


Thirty-two forms, ES-591 (certification of areas of substantial labor surplus) 


were prepared by the branch office managers and given to the employers seeking 
preference in defense contracts during 1958. So far, in 1959, 12 such forms have 
been issued. The areas in which forms were distributed are as follows: Hillsdale 


County, Ironwood, Lapeer County, Leelanau County, Manistee, Menominee, 
Ontonagon, South Haven, Traverse City, Tuscola County. 
Firms requesting ES-591 forms are listed below : 


Number of 


Establishment 


Aircraft Tool & Feetatering Co 
Allied Products Corp--- 

L. E. Jones Co 

Cherry Growers. 

Mrs. Gerald O’Day 

Lloyd Manufacturing Co 
Falleen Drop Forge Co 

F. & M. Packing 

Fish Net & Twine Co 

Frigid Food Products 

Game Time, Inc. 

Hanson Glove Corp 

Hardy Salt Co 

Harvard Trouser 

Menominee Box & Lumber - - 
John C. Morgan 

Northport Cherry 


Parsons Corp 
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Royco Tap "e Tool Corp 
8. E. Overton 

Traverse City Canning 
Vaco Products. 
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(The document “Background Information on Defense Contract 
Awards in Michigan,” follows :) 


BACKGROUND INFORMATION ON DEFENSE CONTRACT AWARDS IN MICHIGAN 


MICHIGAN’S SHARE OF DEFENSE CONTRACTS HAVE DECLINED 50 PERCENT SINCE 
1952—-GREATEST DECLINE OF ANY LARGE MANUFACTURING STATE EXCEPT ILLINOIS 


No other large manufacturing State has experienced the dramatic fluctuation in 
Government defense procurement which has characterized the Michigan situation 
during the past decade. The attached charts show that total military procure- 
ment in Michigan averaged 6.4 percent of all military prime contracts awarded 
from July 1, 1950, to December 31, 1956. It jumped to 17.2 percent during the 
first half of 1952 (the Korean emergency period), representing the largest emer- 
gency responsibility placed upon any single State at the time. The most recent 
figures from the Defense Department indicate that procurement in Michigan has 
fallen to 3.2 percent of the total. This is the greatest drop for any industrial 
State except Illinois, which declined 55 percent to Michigan’s 50 percent. 

In addition it might be pointed out that 4 of the 10 consistently largest areas of 
military procurement—California, Massachusetts, Missouri, and Texas—have 
shown substantial increases in defense procurement allotted to their industry 
during the same period. Three other States—Ohio, New Jersey, and New 
York—have shown less than half (25 percent) of Michigan’s decline. The 10th 
State—Pennsylvania—has dropped 39 percent. 

The 10 largest defense procurement areas are: California, Illinois, Massachu- 
setts, Michigan, Missouri, New Jersey, New York, Ohio, Pennsylvania, and 
Texas. 

Here is a summary chart showing the 10 largest procurement States as repre- 
sented by military prime contract awards with comparisons of their 6 years 
average (1950-56) to the current distribution of awards: 


Taste XXXII.—Comparison of military prime contract awards by State 


Percent of Percent of Percent of Percent of 
awards, awards awards, awards 
July 1, 1950, current July 1, 1950, current 
to Dec. 31, | Jan. 1, 1959, to Dec. 31, } Jan. 1, 1959, 
to Mar. 31, to Mar. 31, 
9 


0 
Pennsylvania 
Texas 


Percent of total. 


LABOR SURPLUS AREAS 


The Department of Labor’s Area Labor Market Trends (May) reported nine 
major areas where unemployment was 12 percent cr above: 
Detroit, Mich. 
Fiint, Mich. 
Erie, Pa. 
Johnstown, Pa. 
Scranton, Pa. 
Wilkes-Barre-Hazelton, Pa. 
Mayaguez, Puerto Rico 
Ponce, Puerto Rico 
Huntington-Ashland, W. Va. 
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There are 11 areas classified as between 9 and 12 percent : 
Bridgeport, Conn. 
Evansville, Ind. 
Lowell, Mass. 
New Bedford, Mass. 
Buffalo, N.Y. 
Utica-Rome, N.Y. 
Altoona, Pa. 
Providence, R.I. 
Beaumont-Port Arthur, Tex. 
Charleston, W. Va. 
Wheeling, Steubenville, W. Va. 

Of the 10 largest procurement States, California and Missouri do not have 
any communities listed with unemployment above 5.9 percent. Two States 
have only one community above 5.9 percent but under 8.9 percent—Joliet, Ill, 
and Toledo, Ohio. Texas has only 1 community near 12 percent—Beaumont- 
Port Arthur—and only 1 more above 5.9 percent—Corpus Christi. 


TABLE XXXIII.—Summary of labor surplus areas in the 10 largest procurement 
States (May 1959) 


1950 
Percent of unemployment Number of population 
(combined 

areas) 


Michigan 2,012, 711 
Pensylvania- .. 431, 888 
Massachusetts - - 206, 438 
New York- ----- 733, 583 
Pennsylvania. 77,171 


Over 12 percent 


9 to 11.9 percent 


6 to 8.9 percent 
Massachusetts - - 


Michigan 
New Jersey 
ew York 


3, 017, 092 

108, 287 

4, 755, 950 

Illinois 3, 838, 256 
Massachusetts. - 801, 444 
291, 417 

1, 313, 418 

627, 414 

2, 527, 709 

1, 980, 789 


2 
2 
2 
2 
1 
1 
1 
5 
2 
5 
2 
1 
4 
1 
7 
3 
1 
4 
2 
3 
8 
6 


NET VALUE OF MILITARY PROCUREMENT ACTIONS AWARDED IN LABOR SURPLUS 
AREAS AND INDUSTRIES AS A RESULT OF PREFERENCE—10 STATES—DEFENSE 
DEPARTMENT, JULY 1, 1958, TO MAR. 31, 1959 


$13, 641, 000 
7, 687, 000 
6, 974, 000 


Michigan 
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SMALL BUSINESS PROGRAM 


Contract awards under joint set-aside program—10 States summary—Value 
(small Business Administration, July 1, 1958, to April 30, 1959) : 


' $435, 158, 396 
(California 258, 129, 041 
Pennsylvania 209, 234, 248 
New Jersey 172, 439, 326 

153, 396, 953 
Massachusetts 182, 529, 468 

102, 091, 223 
llinois 100, 177, 499 
\issouri 64, 827, 846 
Vichigan 58, 776, 772 


TABLE XXXIV.—Truck production in major labor surplus areas, 1958 


Total Production | May 1959 
production in labor classi- 
surplus areas | fication 


None 
None 
7,043 


None 


Fort Wayne (I-H) 
South Bend (Studebaker) 
Kentucky: Louisville 
Maryland: Baltimore 
Michigan. 
Detroit (Pontiac, Dodge, GM 
Flint (Chevy) 
Minnesota 


Missouri, 


my OOOO 








lommercial vehicle awards—OT AC—Detroit, Mich, June 6, 1958, to May 29, 1959 


Units Amount 


$19, 297, 896 
12, 657, 340 


54, 416, 143 


47557—60—pt. 332 
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Senator Harr. The point I want to make here isn’t that Michigan 


has been the victim of the Eisenhower Administration’s reliance ona | 


policy of massive retaliation. We could debate that in some other 
form, but the point I want to make is that such basic policy has eco- 
nomic consequences for the whole Nation, not just the region that 
uses the war contract. 

_ What is true of the auto industry, for example, is also true of the 
aircraft industry. The movement of military plans away from 
wheeled vehicles has been succeeded in recent years by a comparable 
movement away from manned aircraft. The unemployment and eco- 
nomic dislocation of the aircraft industry has, in part, also been ob- 
scured, as in the auto industry, by other changes taking place in that 
industry—in this case, by the emergence of the missile. The fact that 
the same companies were contracting for the new weapons, however, 
has had more benefit to its stockholders than to its workers. Chang- 
ing demands for new and different skills, more emphasis on research 
and development and less on mass production—these are harbingers 
of further manpower dislocation even in the face of staggering de- 
fense contract backlogs. 

Moody’s report lists $4.5 billion backlogs piled up on two west coast 
companies. And yet that fact may have an entirely different economic 
impact had that been true in the past. 

Just as our defense needs have changed, the way we use, or fail to 
use, our industrial strength and resources has also changed. The 
rapid rate of change in weapons has produced a new condition that 
might be described as revolving disarmament. Parts of our economy 
and industry and manpower pool are continually being formed to pick 
themselves up from the disarmament letdown when new weapons come 
along—not the kind of disarmament that people over the world pray 
for, but it has the effect of disarmament in those areas where the con- 
tract disappears. Unfortunately, unemployed workers, FHA mort- 
gages, empty factories and new school bonds do not have the mobil- 
ity—or should I say, the range—of our new weapons, 

In addition, Mr. Chairman, there are two aspects of existing de- 
fense policy that appear to have been placed under a good deal of 
stress and strain by these new trends in defense procurement and 
planning that may be of especial interest to your committee. I refer 
specifically to the much publicized policy of allocating defense con- 
tracts on a preference basis to areas with labor surplus. We have 
heard a good deal about this in Michigan. The other policy has to 
do with contracts which are supposedly set aside for small business. 
My recent survey of industry people in Michigan has led me to feel 
that the actual working practices of these two policies should be given 
careful and close scrutiny by this committee. I have already at- 
tached a memorandum on these policies and their application to 
Michigan which indicates that these policies have apparently not been 
working very well at least for Michigan. 

I make that suggestion on the assumption that the resolution creat- 
ing the committee would authorize such an interest. I am not stating 
that it does, but I am suggesting that if it does it would be desirable to 
explore it. And I have attached, with your leave, a memorandum on 
these policies which indicates that those policies have apparently not 
been working very well, at least for Michigan, and that will be as 
close to the understatement of the day as we will have in the next few 
minutes, 
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I do compliment you, sir, for going to work and seeking to develop 
a new look at this problem. And I feel confident that the recom- 
mendations that you will finally make to Congress will be realistic, 
much more so than any of those we listened to yesterday described 
as having had to “eat a hat.” 

Now, one last point which I would like to suggest—at least it will 
get into the record of this special committee, if 1t is appropriate for 
your future study—and that is this whole enormous problem of how 
America in the years ahead can most wisely spend the enormous 
amount of money that goes for defense procurement which has no safe 
blueprint that I have ever been able to discover. How can we spend 
$20 or $30 or $40 billion each year for defense tools and insure that 
we are contributing to our economic strength and avoiding where 
possible economic dislocations as a condition of that? We don’t 
have to be doctors of philosophy in economics to know that that is a 
lot of money, and that its distribution in the commerce of the country 
has an enormous impact. 

Very simply, is it to our long-term best interest to award contracts 
to the low bidder all the time? Is it to our long-term best interest to 
negotiate with the firm that is easiest to negotiate with? To overstate 
it a little, but to make the point, what if all of the defense procure- 
ment jobs finally wound up in Los Angeles County, Calif., and the 
next day Los Angeles County fell into the Pacific, literally disap- 
peared? We would know, then, all of us, that it had been unwise. 

In less dramatic fashion it could be equally unwise in our distribu- 
tion of this money if we permit regions of this country to lose skills— 
it could be just. as disastrous in a sense to permit that as to have the 
one producing source disappear into an ocean. 

Everyone will agree this is true when you make the point, but 
nobody seems to have a thoroughly prepared, as objective as a human 
kind can be objective, chart to suggest how we can do it. 

And indeed, I am not. conscious that I have—I have made the point 
that there are major shutdowns in regional centers, because of the 
change in defense procurement market, and it has the effect of dis- 
umament for that area. Well, the one common denominator among 
all the peoples of the world is the desire of peace, and it becomes over- 
whelming on occasions. 

Hopefully the day will come when we can reduce our defense pro- 
curement. Have we planned for the transition? Is there a real 
study that will enable us to make the transition without incredible 
economic dislocation? None that I am aware of. And that is what 
the economists tell the rest of the world we can’t afford to do. They 
tell the world that these people can’t afford to disarm—my heavens, 
when a town loses a defense contract they go up in smoke. But 
what if the whole Nation lost it? You can’t trust the Americans to 
xek to keep the peace, because it can’t afford it. We can afford it 
if we have an intelligent plan to permit the transition. So I hope 
your committee will make a recommendation to Congress that they 
lo something about that. 

Sir, I appreciate it, and I am proud to appear in the community 
with my senior Senator. I have one other chart for insertion in the 
record with your permission, 

Senator McNamara. Thank you very much, Senator Hart. I ap- 
preciate your testimony, and I am sure it will be very helpful to the 
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committee, together with the tables and the other technical informa- 
tion that you have furnished us. 

I think that your testimony raises a question. Does your survey 
indicate that Michigan industry in the past made a serious effort 
to obtain this defense work, and has their attitude changed now? 
Now, if you think that it has not, what is your feeling on it? 

Senator Harr. I wouldn’t say that survey is the basis for confirm- 
ing the rumor that long had been widespread in this community, that 
the major employment sources here did not particularly want defense 
work. The survey does show that in times of emergency employment 
sources here responded magnificently to the needs, but that at other 
times they were busy with other things. And you really can’t get 
mad at a fellow who is tooled up to make ice boxes or automobiles 
for not wanting to entrust his plant capacity to a Government which 
may decide next year it doesn’t want the new kind of weapon that he 
took production space out of bathtubs or automobiles to make avail- 
able for this year’s work. 

Senator McNamara. Certainly that is a factor. And as you say, 
this rumor had been pretty persistent, not only in Washington but in 
the Detroit area. And I am glad you responded in such a manner. 
There is no question but what now they are making every effort to 
obtain defense contracts for this area. 

Senator Harr. As you know better than I, the intelligence and 
the imagination that was put into the provision of the Ford Motor 
Co. on that new jeep—— 

Senator McNamara. That isa very good indication of that. 

Senator Harr. That was a real demonstration of how you can sell if 
you want to. 

Senator McNamara. And a successful attempt to get a sizable 
amount of work. 

Much of this defense work is negotiated and not put out on bids. 
There had been some indications recently that the Defense Department 
is making some changes in their policy, and perhaps are going to ask 
for bids on a greater percentage of defense work. Do you think that 
will be helpful to our Michigan industry ? 

Senator Hart. Here again we would all be a lot more comfortable 
if we had this blueprint. Lacking the blueprint, you are never sure 
that you are not being just a nationalist when you get up and scream 
about this. My instincts would suggest that it would be desirable. 
And one means of doing it would be to consider the awards negotiated 
with prime contractors on the understanding that they would put out 
their subcontract work on bids. I think it was the Air Force that 
announced—the Wall Street Journal a few weeks ago carried the 
story—that this had been the condition attached to the award to a 
prime contractor in the State of New York. We made some question 
about that, because the Michigan contractor, having seen the article, 
wanted to submit some bids. And when the Michigan firm, the day 
after the article appeared, talked to the New York firm, the prime 
contractor, they assured them that they didn’t know anything about 
that story, but they knew where they were going to get their subcon- 
tract work done, and not to bother. 

Senator McNamara. That is worthy of future consideration, and 
I am sure that when we start adding the record up here all of these 
things will be given consideration. 












= 


ear wv cuwe 













UNEMPLOYMENT PROBLEMS 1263 


Thank you again for your very helpful testimony. And I will be 
glad to have you join us here and listen to future testimony as a 
member of the committee, if you would like. 


Senator Harr. Thank you, sir. If I may, I would like to consult 
with your staff representative for a few minutes. 

Senator McNamara. That is all right. 

Is the Honorable Phillip Rowston, mayor of Pontiac, here? 


Apparently not. We will keep the record open for his statement. 
We hope it will be forthcoming. 


We have Harold Crotty, president of the Brotherhood of Mainte- 
nance of Way Employees, Highland Park. 
Weare glad to have you here. 


STATEMENT BY HAROLD C. CROTTY, PRESIDENT, BROTHERHOOD 
OF MAINTENANCE OF WAY EMPLOYEES 


Mr. Crorry. I am glad to be here, Senator. 


Senator McNamara. I see that you have a prepared statement. 
Mr. Crorry. Ido. 


Senator McNamara. Will you see that the reporter has a copy of 
it, and then you may proceed in your own manner. If you care to 
summarize it, we will print the entire statement at this point in the 
record. I see you have considerable tables and so forth in the back. 


It isn’t as long as it appears on the face of it, so you use your own 
judgment. 


Mr. Crorry. I will summarize it, Senator, if that will be all right 
with the committee ? 


Senator McNamara, And it will be published in its entirety in the 
record at this point. 


(The prepared statement of Mr. Crotty follows:) 


PREPARED STATEMENT OF HAROLD C. CroTTY, PRESIDENT, BROTHERHOOD OF MAIN- 
TENANCE-OF-WAY EMPLOYEES, BEFORE THE SPECIAL SENATE COMMITTEE ON 
UNEMPLOYMENT PROBLEMS AT HEARINGS IN Detroit, MicH., NOVEMBER 18, 1959 


I am Harold C. Crotty, president of the Brotherhood of Maintenance-of-Way 
Employees, with offices at 12050 Woodward Avenue, Detroit, Mich. 

As this committee already knows from the testimony previously submitted to 
it by a spokesman for the Railway Labor Executives’ Association, with which 
the Brotherhood of Maintenance-of-Way Employees is affiliated, unemployment 
is now, and has been for several years, a critical problem for all railroad work- 
ers. Everything that was said in the Railway Labor Executives’ Association 
statement about the serious and harmful consequences to the Nation and rail- 
road communities of rail unemployment in general may be said with under- 
scoring when the discussion turns to unemployment among maintenance-of-way 
department employees. 

In the past three decades, maintenance-of-way employment on U.S. railroads 
has been cut more than in half, and the displacement of men by machines and new 
maintenance work which is performed to revenues rather than the need, are, 
methods of maintaining track and roadbeds has been accelerating in recent 
years. This is because the productivity of maintenance workers on the rail- 
road—and I am referring here to shop craft workers as well as waymen—has 
soared at a rate even exceeding that of railroad workers as a whole; and, as 
you already know, the rate of the productivity increase of railroad workers in 
the United States has been about double that of all manufacturing industries 
in the last decade. The rise in output per man-hour of labor among workers on 
railroads in the United States has been the greatest of any group of workers in 
the world. and maintenance workers on the railroads have been leading this 
climb. 

Maintenance-of-way work consists primarily of keeping the tracks and roadbeds 
in good condition. It is certainly an element in the safe operations of the 





1264 UNEMPLOYMENT PROBLEMS 


railroads, and it can be neglected, or reduced beyond a certain point, only by 
sacrificing minimum safety standards which should be required in the interest 
of the traveling public and railroad workers alike. 

I regret to say that the policies of the railroads, which relate the amount of 
maintenance work which is performed to revenues rather than the need, are, 
in our opinion, a real threat to safe and efficient railroading. 

The clear fact is that, although maintenance work on the railroads has 
been cut back severely, the total amount of railroad traffic has been increasing. 
It is true that the railroads no longer haul as large a portion of the total revenue 
ton-miles handled by all common carriers, but they are, nevertheless, hauling a 
larger total than ever before. This is because the national economy has ex. 
panded at a rate which has enabled the railroads to not only hold on to the 
amount of traffic they handled previously, but even to expand it somewhat, 
despite the much greater increase in the share of traffic going to airlines, buses, 
trucks, and private automobiles. 

Total railway traffic in 1957 was 33 percent above the amount hauled in 1920, 
but employment in the former year was 51 percent below 1920. Even in the 
recession year, 1958, traffic was 19 percent above 1920, and 17 percent above the 
prosperous year of 1929. Employment, however, had fallen in 1958 to 58 per- 
cent below 1920, and 49 percent below 1929. Railroad traffic in 1957 was roughly 
equivalent to that hauled in 1950; but with approximately the same volume of 
traffic, the number of railroad workers had dropped by 546,000—or 27 percent. 
Thus, it is clear that the unemployment problem among railroad workers has 
been greatly accelerated during the current decade. 

Since most of the railroad unemployment in recent years has been concen- 
trated among maintenance workers, both shopmen and waymen, maintenance- 
of-way workers have felt the brunt of rail layoffs to an extreme degree. 

About one-sixth of all railroad jobs are in maintenance-of-way operations, 
which, on the average, employed 170,000 workers in 1956. Nearly half of these 
maintenance-of-way workers—46 percent—are section men, who along with extra 
gang men, making up another 15 percent of the total, have suffered the greatest 
instability of employment. 

section or gang foremen make up about 11 percent of the total. Even in 
these supervisory jobs, railroad unemployment has been unusally extreme. In 
1950, the railroads employed 25,800 foremen to supervise their track work gangs. 
By 1958 the number of such men had fallen to only 16,800—a loss of 9,000 jobs, 
or one-third of the total at the start of the present decade. 

What this means in human terms is difficult to put into words. Track and 
roadway work is a highly specialized calling, requiring many skills, long training, 
and experience which are of little value in other industries. With so high an 
unemployment rate, many men who have devoted many years to the industry, 
and whose entire working life has been spent acquiring the specialized knowledge 
and skills needed for maintenance-of-way work, have been laid off from their 
jobs, knowing that they will never be rehired and that there is no other industry 
requiring their special skills. 

These maintenance-of-way workers, because their work is literally spread 
along the railroad tracks crossing the Nation, clearly work in a national indus- 
try, and the impact of their unemployment is national in scope. Their high 
unemployment rate is certainly a problem that should concern the Federal 
Government. 

Indeed, this is a problem which, because of the deleterious effect it has had 
upon the morale and efficiency of the workers involved, ought to have been 
receiving the steady and sympathetic consideration of railroad management. 
In an industry which depends so much upon the morale and efficiency of its 
employees for safe and efficient operations, failure to give this problem its 
proper consideration can only be regarded as a serious failure of railroad 
management in its responsibility, not only toward its employees but toward the 
safety and welfare of the general public as well. 

Instead of showing this concern and working to create a more stabilized 
employment pattern, railroad management has not only generally ignored it but, 
I regret to have to report, it has actually seized upon every legal technicality 
possible to put off bargaining with the Brotherhood of Maintenance of Way 
Employees on proposals to stabilize employment among waymen. Only after 
2% years of such inexcusable and inhuman delaying tactics, and only after our 
organization had obtained a ruling from the National Mediation Board that the 
carriers were required to bargain on this issue, were we able, in recent weeks, 
to conclude an agreement with the railroads establishing a program for such 
stabilization. If the carriers now will live up to the new agreement, we are 
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confident that some progress will begin to be made at meeting this problem in 
the months immediately ahead. 

However, we remain deeply concerned over the present policies of railroad 
management in regard to maintenance work. While railroad labor recognizes 
that some railroad unemployment has been unavoidable in the light of the tre- 
mendous advance in technology and worker productivity which has occurred in 
recent years, we must place the blame for a large portion of the unemployment 
which has occurred directly at management’s doorstep. 

A substantial portion of the reduction in the maintenance forces has resulted 
from unwise deferrals of maintenance work on both track and equipment, and, 
in our belief, the point beyond which safe railroading cannot be maintained has 
already been passed. 

In testimony before the Senate Surface Transportation Subcommittee last 
January, president James M. Symes of the Pennsylvania Railroad stated that 
the deferred maintenance of way and structures on his system alone totaled 
$132.9 million at that time. This figure, he said, was the estimate of his com- 
pany’s own engineers. Other carriers, likewise, have deferred a great deal of 
necessary maintenance work, and thus have added to the unemployment problem 
among maintenance workers. 

The impact of the steel strike has resulted in still further deferrals of main- 
tenance work. At last count, some 64,000 railroad workers—chiefly those en- 
gaged in maintenance work—were drawing railroad unemployment insurance 
benefits, and this figure, supplied by the Railroad Retirement Board, cannot 
reflect in any way the many thousands more who have either exhausted their 
benefits or are working only part time. 

It should be obvious that, with proper planning, these cutbacks in maintenance 
workers would not have occurred. The fact is that maintenance work can be 
performed most efficiently, precisely at a time when the volume of traffic is at its 
lowest. Fewer trains passing over a track mean fewer interruptions to main- 
tenance of way crews, who must spend considerable time putting equipment on 
and off the track to accommodate the passage of trains. 

Moreover, the safety of railroad passengers depends upon sound rails and 
crossties, proper ballast, and a well-alined track. It has no relation whatever to 
the stability of profits, and the safety of the public requires that management’s 
present policies of cutting back on their maintenance work every time there is a 
drop in total net income be discontinued immediately. 

Railroad labor, which has given so much to the railroad industry in the form 
of productivity, believes that it is fully justified in demanding that the railroads 
share some of the higher profits they have been able to earn as the result of 
maintenance of way workers’ soaring output per man-hour, by working to 
stabilize employment among these workers. 

Our justification, amply documented by official Government figures, furnished 
to the Interstate Commerce Commission by the railroads themselves, is the 
unmatched increase of output which has occurred among maintenance workers. 

In support of this claim, I ask to have included in the printed record of these 
hearings, at the conclusion of my testimony, a press release issued by the Rail- 
way Labor Executives’ Association last March 25 which describes the remarkable 
productivity rise of maintenance of way workers in considerable detail. 


[Press Release No. 44, Mar. 25, Railway Labor Executives’ Association] 


Rartway Lasor Strupy or Soaring Propuctiviry SHows LIE IN “lEATHERBED” 
SMEARS 


The Railway Labor Executives’ Association today released its findings in the 
first of a series of studies it is undertaking to determine the extent of the soar- 
ing productivity of railroad workers in the various crafts in recent years. 

The findings of this first study, based entirely on official Interstate Commerce 
Commission statistics, bolstered completely the contention of the RLEA that, 
contrary to rail management’s allegations of “featherbedding,” the output of 
railroad workers has now reached an alltime high. 

RLEA Chairman G. E. Leighty, who also is president of the Order of Railroad 
Telegraphers, speaking for the 23 standard railway labor organizations affiliated 
with RLEA, predicted that the results of the first completed survey would prove 
to be “only the first in what every railroad worker knows will be a series of 
irrefutable devastations of the ridiculous effort by rail management to smear its 
workers as ‘featherbedders.’ Railroad labor knows the facts about the present 
productivity situation in the industry, even if management apparently doesn’t, 
and those facts speak for themselves.” 
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The first RLEA study was completed under the direction of President H. ¢, 
Crotty of the Brotherhood of Maintenance of Way Employees. It analyzed the 
rising productivity of the approximately 120,000 maintenance of way workers 
who today, by whatever yardstick used, were found to have broken all records 
in terms of output per employee and man-hour worked. Maintenance of way 
men, who maintain and repair the tracks and roadbed, today make up about 
one-seventh of all railroad workers employed in the industry. 

Crotty included in the study three tables based on the latest official ICO 
figures. These measured the number of employees per mile of road operated, 
the hours worked per mile and the average miles of road operated per en- 
ployee, and the revenue traffic units per employee and per hour worked for the 
16 classes of maintenance-of-way and structures department workers on the 
class I railroads in the United States. 

Each of these measurements, without exception, showed spectacular increases 
in output, with particularly high rises in recent years. For example, the find- 
ings show: 

1. In 1958, the approximately 222,000 miles of road maintained by 120,780 
maintenance-of-way workers was only about 12,000 miles less than the total in 
1922 when over three times the present number of workers were required for 
maintenance. Since 1950, when one maintenance worker was required for 
each mile of track, the number per mile in 1958 had been cut almost in half 
or to 0.54 per mile. 

2. In 1925, a total of 4,133.7 hours were worked by maintenance-of-way men 
for each mile of road operated. By 1957 the hours worked per-mile had plum- 
meted to 1,389.3. 

3. Since 1930 the average of the total miles of road operated per section 
foreman has more than doubled. The same spectacular increase was also noted 
in the average of the total miles operated per individual section man, as well 
as per designated group of workers comprised of section foremen, section men, 
extra gang foremen, and extra gang men. 

4. The revenue traffic units per employee increased nearly fourfold between 
1922, when 1.1 million per employee were recorded, and 1957, when the number 
of revenue traffic units per worker stood at 4.3 million. In terms of revenue 
traffic units per hour worked, the increase in productivity was even more 
spectacular, rising from 448.5 per man-hour in 1922 to 2,171.8 per man-hour in 
1957. Since 1945, the gain has been more than that made in the 23 years 
preceding. 

“I will be the first to concede that the spectacular gains in productivity 
among waymen in 1958 reflected in these statistics is due in part to the unwise 
management policies which have cut back railroad maintenance forces beyond 
the point required for efficient and safe operation,” Crotty said. ‘Neverthe 
less, the fact remains that, despite the severe cutbacks and the drop in morale 
among rail workers brought about by the carriers’ lack of concern for the wel- 
fare of their employees, the remaining workers have achieved a minor miracle 
in increased output under the most difficult circumstances. 

“Instead of trying to smear these outstandingly efficient employees as feather- 
bedders, an enlightened management on the railroads would be expressing its 
appreciation for the unparalleled contribution these workers have made to an 
essential public service.” 
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The tables, which show the steady gain in productivity of railroad mainte- 
nance-of-way men over a number of years, follows: 


TABLE XXXV.—Revenue traffic units per employee and per hour worked, 16 
classes of maintenance of way and structures department, class I railways in 
the United States, selected years 


Revenue traffic units per Revenue traffic units per 
employee hour worked 


Number Index Number Index 
(millions) 


1.12 100. C 448. 5 100. 0 
1.24 111.1 496. 1 110.6 
1.27 113, 2 526. 2 117.3 
1. 55 138. 0 683.3 152. 4 
2. 05 182. 5 860. 5 191.9 
2. 95 263.0 1, 128.1 251.5 
2. 87 255. 7 1, 410.3 314.4 
3.72 331. 6 1, 858. 2 414.3 
4.12 367. 0 2, 056. 6 458. 6 
4. 32 384. 8 2,171.8 484. 2 


Source: Interstate Commerce Commission, Transport Statistics in the United States and Statements 
Nos. M-220 and M-300. 


TaBLE XXXVI.—Number of employees per mile of road operated, 16 classes of 
maintenance of way employees, class I line-haul railroads, selected years 





Number of | Number of 
Miles of road | maintenance-}| employees 
operated of-way per mile 
employees ! 


234, 976 365, 082 
236, 849 389, 114 
242, 391 343, 474 
237, 491 205, 679 
232, 524 205, 182 
227, 877 292, 532 
226, 101 226, 994 
224, 475 182, 654 
223, 336 170, 571 
222) 044 154, 945 
2 2997 044 8 120, 780 


1 Average of 12 midmonth counts. 
2Same as 1957; 1958 not yet available, 
4 Average of 11 midmonth counts, 


Source: Transport Statistics in the United States, ICC. Interstate Commerce Commission, M-300. 
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TABLE XXXVII.—Maintenance of way hours of service per mile of road operated 
and average miles of road operated per employee—Designated classes, selected 
years, class I railways in the United States 


Maintenance of way hours 
worked per mile of road |Average miles|Average miles| Average miles 
operated ! of road op- | of road op- | of road op- 
erated per erated per erated per 
section section designated 
man group? 
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116 maintenance of way classifications. 
2 Combined total of section foremen, section men, extra gang foremen, and extra gang men. 


Source: Transport Statistics in the United States, ICC. Interstate Commerce Commission, M-300. 


Mr. Crorry. I am Harold C. Crotty, president of the Brotherhood 
of Maintenance of Way Employees, with offices at 12050 Woodward 
Avenue, Detroit, Mich. 

We are one of the standard railroad brotherhoods and _ represent 
approximately 200,000 employees in the United States and Canada. 

ou will note, Senator, that my paper is addressed to the situation 
as it exists in the United States. Because of the character of railroad 
work and railroad operations, it is almost impossible to segregate 
our operations at an area level or a State level. ut the situation as it 
exists in the United States is the same as it is in Michigan, and vice 
versa. 

Now as this committee already knows from the testimony that was 

reviously submitted to it by a spokesman for the Railway Labor 
Executives Association when you held hearings in Washington, un- 
employment is now and has been for several years a critical problem 
for all railroad workers. In the past three decades, maintenance of 
way Sapnegenent on U.S. railroads has been cut more than half, and 
the displacement of men, by machines, and new methods of maintain- 
mg, tracks and roadbeds has been accelerated in recent years. 
his is due primarily to the increased productivity of the railroad 
workers, and to a trend that has developed to mechanize all railroad 
operations in the shop-craft branch of the industry and the mainte- 
nance of way part of the industry. 

The rise in output per man-hour of labor among workers on rail- 
roads in the United States has been the greatest of any group of work- 
ers in the world, and maintenance of way workers on the railroads 
have been leading this climb. 

Now the charts that are attached to the paper that I have submitted 
will give detailed statistical facts taken from Interstate Commerce 
Commission records to support the statements that I have made with 
respect to increased productivity, and also to the falling employment 
in the maintenance of way branch of the industry. 

In the 1920’s my brotherhood represented in excess of 400,000 peo- 
ple. Today the number is less than 200,000. Quite obviously, there 
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has been a drastic employment problem in the industry for a consider- 
able period of time. 

Now total railway traffic in 1957 was 33 percent above the amount 
hauled in 1920, but employment in the former year was 51 percent 
below 1920. Even in the recession year 1958 traffic was 19 percent 
above 1920, and 17 percent above the prosperous year of 1929. Em- 
ployment, however, had fallen in 1958 to 58 percent below 1920, and 
49 percent below 1929. Railroad traffic in 1957 was roughly equiv- 
alent to that hauled in 1950, but with approximately the same volume 
of traffic, the number of railroad workers had dropped by 546,000 or 
97 percent. Thus it is clear that the unemployment among railroad 
workers has been completely accelerated during the current decade. 

What this means in human terms is difficult to put into words. Track 
and roadway work is a highly specialized calling, requiring many 
skills, long training, and experience which are of little value in other 
industries. With so high an unemployment rate, many men who have 
devoted many years to the industry, and whose entire working life 
has been spent acquiring the specialized knowledge and skills needed 
for maintenance of way work, have been laid off from their jobs, 
knowing that they will never be rehired and that there is no other in- 
dustry requirmg their special skills. : 

In testimony before the Senate Surface Transportation Subcom- 
mittee last January, President James M. Symes of the Pennsylvania 
Railroad stated that the deferred maintenance of way and structures 
on his system alone totaled 132.9 million at that time. This figure, 
he said, was the estimate of his company’s own engineers. Now the 
Pennsylvania represents approximately 10 percent of the railroad 
industry, 10 percent of the investment, 10 percent of the employees, 
and they haul approximately 10 percent of the traffic. So the de- 
ferred maintenance account of the American railroads is now in ex- 
cess of a billion dollars. 

Now our major concern in this field goes to two matters. We, of 
course, as representative of employees are disturbed considerably by 
the unemployment that the trend of the industry has caused. But in 
a like sense, we are concerned with the ability of the railroads main- 
taining a plant which will meet and fulfill the economic needs of this 
country in times of national emergency. And if we were to face an 
emergency today such as the one that we faced during the Second 
World War, on the testimony of railroad officials themselves we 
would not have a plant that could meet the needs of the Nation and 
transport the freight and the manpower and the men that we would 
be required to transport in the time of a national emergency. 

It is a very serious situation. It is a situation national in scope, 
of course, and it is one which we believe the Federal Government 
should be interested in. 

The Railroad Brotherhood—the Brotherhood of Maintenance of 
Way Employees for whom I am speaking here today—are ready and 
willing to work with any committees of the Congress that we might 
be asked to work with to try to come up with some answer to this 
problem. And in a like sense, if it was felt that action or study at 
more of a local level or State level or area level was needed and would 
be a contribution to what we are all trying to accomplish, why we 
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would stand ready and willing to play a part in that sort of a study 
or survey. 

I wish to thank you, Senator, for permitting me to make a few brief 
remarks here this erireen to file my paper. 

Senator McNamara. Thank you, President Crotty. 

These cuts in employment are really quite startling. You indicate 
27 percent in your 7-year period here, and you state that approxi- 
mately the same tonnage was being hauled by the railroads. 

Mr. Crorry. A greater tonnage, Senator. The loss in employ- 
ment in the railroad industry has averaged about 10,000 a month 
for the last 10 years. 

Senator McNamara. How much of this is charged to what is com- 
monly termed automation ? 

Mr. Crorry. It is a difficult question to answer. But automation 
or mechanization, whichever you care to call it, in the railroad indus- 
try, is probably responsible for 50 percent of the reduction. Other 
factors, such as undermaintenance, the abolishment of passenger 
service, and other factors such as that, probably make up the balance. 

Senator McNamara. In this abolishing of service, are safety factors 
taken into consideration, or do you feel that they have gone too far 
in abolishing services that would tend to lead to greater safety ? 

Mr. Crorry. Oh, there are many services that were performed 
either voluntarily by the railroads or under directives of the ICC 
that have been curtailed or eliminated entirely because of a different 
thinking in those who have administered the affairs of the ICC in 
recent years. 

Senator McNamara. This is kind of a startling statement, because 
it seems that particularly freight trains continue to get longer every 
year; at least it seems so if I wait at a crossing out here in the 
country. Cutting down on safety while they are apparently hauling 
a greater number of cars, would seem crude. I would think there 
would be an increase in the safety factors so that people working 
at the safety end of it would increase rather than decrease. 

Mr. Crorry. As you have stated, the tonnage hauled by a locomo- 
tive and a crew has more than doubled in the last 20 years, the cars 
are bigger, the track is made up of heavier rails, heavier ties, and a 
better grade of ballast, and they are able to haul a much heavier load. 
But they are still hauling it with the same identical number of men 
that they used when they had short trains and smaller cars. But 
the elimination of service is primarily responsible for the reduction 
of employees that have taken place in the operating end of the 
industry. 

We think that they have gone way too far in eliminating passenger 
service. Now during World War II, the railroads hauled over 85 
percent of the organized military transport movements, and obviously 
they don’t have the equipment, the coaches or sleepers or the motive 
power to do that today if they were called upon to do it again. The 
railroad managements contend that competing forms of transporta- 
tion are shown favoritism, that they are being subsidized, that the 
railroads are overtaxed. I think some of what they say is true. 
But that doesn’t answer the problem. If we are being overtaxed, there 
should be a study made and corrective action taken. If competing 
forms are being unfairly subsidized, a correction should be made in 
that field. But I know this committee isn’t involving the unemploy- 
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ment phase of it and protecting the national interest, and whatever 
is necessary to accomplish that, why I hope we can contribute a 
little bit. 

Senator McNamara. Thank you very much. I am sure your state- 
ment contributes a great deal to the information that this committee 
is seeking and compiling. And we certainly recognize your offer to 
be helpful. And we may be calling on you again along the lines that 
yousuggest. ‘Thanks very much for being here. 

Mr. Robert V. Coulter, secretary-treasurer, Michigan State Build- 
ing and Construction Trades Council. 


STATEMENT BY ROBERT V. COULTER, SECRETARY-TREASURER, 
MICHIGAN STATE BUILDING AND CONSTRUCTION TRADES 
COUNCIL (AFL-CIO) 


Senator McNamara. I see you have a prepared statement. 

Mr. Coutrer. Mr. Chairman, on behalf of President Weir, of our 
council, the other officers, and thousands of the best building trades- 
men in the world in Michigan, I would like to express the appreciation 
of our council at being invited to testify before this committee. 

Senator McNamara. Weare very glad to have you here, and we will 
make your prepared statement a part of the record in its entirety at 
this point. 


(The prepared statement of Mr. Coulter follows :) 


PREPARED STATEMENT OF ROBERT V. COULTER, SECRETARY-TREASURER, MICHIGAN 
STATE BUILDING AND CONSTRUCTION TRADES CoUNCIL (AFL-CIO) 


The Michigan State Building and Construction Trades Council deeply appre- 
ciates the invitation to testify before the U.S. Senate Special Committee on Unem- 
ployment Problems. 

Because of the widely recognized special problems peculiar to the construction 
industry, this testimony will be limited for the most part to the building trades. 

Following generally the questions raised in Chairman McCarthy’s letter of Octo- 
ber 21, 1959, and in that order: 


IS THERE A PRECISE DEFINITION OF UNEMPLOYMENT? 


Experience in the trades has been that many, if not most, journeymen will 
travel great distances intrastate and interstate to maintain jobs during periods 
of unemployment in their home areas. (This is over and above a percentage of 
these workers who travel by choice.) They do not show up as statistics at Michi- 
gan employment security offices because they have not applied for benefits, but 
there is a growing feeling they should be classified as “technically unemployed,” 
in view of their having to maintain two residences. 


ARE PRESENT FACT-GATHERING PROCEDURES ADEQUATE? 


; The answer to the above would seem to indicate an inadequacy in that area, at 
east. 


ORIGIN 


_ On the question of unemployment origin, later portions of this statement will 
indicate a national source—governmental—in the construction industry as a 
major factor. 


AGE, RACE, SKILLS, EDUCATION 


Age is a major factor in unemployed journeymen of the trades. Even though 
many labor contracts provide for employment of a certain ratio of older mem- 
bers, contractors become very selective during periods of surplus manpower and 
hanage to evade these contract provisions in many cases by using some other 
teason for not hiring the older workman. This is not true of all employers, since 
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many have found the older worker is often more stable and does his job with 
less lost motion, etc. 

If race is a factor in unemployment in the construction industry, it is directly 
related to the next-mentioned item of employment skills. Where skills are equal 
there is little evidence to indicate discrimination on the basis of race. 

Employment skills and educational achievement have had an increasing rela- 
tionship to unemployment problems in the construction industry in recent years 
with the growing complexity of building methods, materials, etc. In the elec- 
trical and mechanical trades, for example, automation equipment installed in 
industrial plants with electronic controls requires a higher degree of skill and 
educational background. This is true of most other trades also. 

During the World War II postwar reconversion and subsequent boom years 
in the industry the exceptionally high demand for workers in the trades brought 
about a lowering of standards and requirements on the part of industry in order 
to meet the demand and backlog of construction. This plus the fact that most 
apprentice age young men were in service created a lag after the war in turning 
out more scientifically trained journeymen. Although this has been partially 
corrected, many men who became part of the industry (both management and 
labor) under the stress conditions mentioned above are not considered qualified 
now since employers can be more selective. In many cases this type have reached 
an age bracket where it is difficult to return to whatever field from which they 
originated and by the same token are not considered apprentice material. This 
creates a pool of partially trained personnel whom many employers will only 
accept when a large project is being constructed where they feel this type em- 
ployee can be utilized profitably. (It should be noted that many employees in 
this category exercised personal initiative in self education and skill improve- 
ment resulting in well-trained journeymen, so it is not intended to automatically 
classify all who entered a trade during boom times as semitrained.) 


AUTOMATION 


While the term “automation” is seldom applied to the construction industry, 
technological development and improved building methods, materials, tools, and 
equipment most certainly have contributed to increased productivity by the work 
force thus cutting the man-days, weeks, or months a tradesman can expect to be 
employed on a given project before he is sent back to the hiring hall and sub- 
sequently (in many instances) to the unemployment office or “down the road” 
travelling, as stated before, great distances to anther building, bridge, highway, 
or other structure to support his family. 


POPULATION PATTERNS 


Changing population patterns undoubtedly have an effect particularly in 
residential construction. However, without more study it would be superficial 
to attempt an analysis of this aspect herein. 


NATIONAL DEFENSE POLICY 


National defense policy and other Government procurement programs definitely 
affect employment. Arbitrary assignment or withdrawal of defense procure- 
ment orders in any given area subjects that area to “boom and/or bust” em- 
ployment patterns. Michigan, especially in the Detroit metropolitan area has 
felt this acutely in the past few years in many industries where an abundance 
of skills were available. Of course, this in turn, affected the building trades 
employment situation adversely. 


WAGE PATTERNS 


Governmental agencies or others who sometimes circumvent established wage 
scales in an area by hiring or contracting to other than well-trained or skilled 
tradesmen contribute to unemployment among those with bona fide apprentice- 
ship or equivalent training who normally earn their livelihood in construction. 
An example has been the policy of GSA in long-term lease arrangements for 
Post Offices, etc. Speculative brokers often become “building contractors” over- 
night, hiring the cheapest semiskilled labor to take advantage of this type wind- 
fall construction profit. The shortsighted false economy of this in many 
instances may not become evident for several years when maintenance costs on 
poorly constructed buildings will begin to mount. 
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Another contributing factor to unemployment of building tradesmen is what 
is commonly known as moon lighting. This undermining practice is particularly 
prevalent among municipal employees such as firemen, policemen, etc. 


THE PROBLEM OF UNSTABLE EMPLOYMENT (CONSTRUCTION INDUSTRY) 


The following are excerpts from a book “Labor Relations and Productivity 
in the Building Trades”, copyrighted 1956 by William Haber, professor of 
economics, University of Michigan, and Harold M. Levinson, associate professor 
of economics, University of Michigan. Although much of this is based on material 
gathered in a field survey during 1952, it is still applicable and pertinent. 

“One of the principal disadvantages of construction employment is its in- 
stability, both seasonally and over the course of the business cycle. The cyclical 
aspect of the problem has been especially evident during the 30-year period 
since World War I, the decades of depression and war, when the violent move- 
ments of building volume and employment reflected to an exaggerated degree the 
movements of the total economy. Less violent, but of equal importance to the 
average building worker, are seasonal fluctuations of construction activity and 
employment.” 

THE EXTENT OF SEASONAL UNEMPLOYMENT 


“Pronounced seasonal fluctations have always characterized construction ac- 
tivity and employment and have long been regarded as an inherent part of build- 
ing work. Weather conditions, customs, and tradition, and the organization of 
the construction process have combined to impose a marked seasonal pattern on 
building activity. Though technical advances have made it increasingly possible 
to build in winter, the industry has never fully succeeded in ridding itself of the 
problem of periodic slack and unemployment. 

“The seasonal pattern of the war and postwar years, however, has shown a 
marked tendency to flatten out. During the early years of the war, of course, 
the need for new installations of all kinds was so great that much construction 
went forward throughout the year. The seasonal pattern has continued to re- 
main relatively stable, however, throughout the postwar period. Unemploy- 
ment rates of from 15 to 20 percent for 4 months during the year still represent 
a considerable problem for the industry.” 


CUSTOM AND TRADITION 


“Seasonal movements in construction employment are by no means confined 
to areas in which the winters are rigorous, although the severity of the climate 
is obviously a basic factor. The presence of marked fluctuations in employment 
in southern areas which enjoy mild winters indicates that the weather alone is 
not responsible for the seasonality. Such uniformity, transcending the climatic 
zones of the United States, obviously must have its origins in institutional and 
economie factors, rather than in national phenomena alone. 

“Institutional and psychological factors represented by customs, traditions, 
and practices dating back for many years must, in fact, bear some part of the 
responsibility for the instability of the construction industry. Customs, such as 
fixed annual leasing dates and moving days, the postponement of contracting for 
new building until spring, and the annual ritual of spring housecleaning with its 
attendant demand for painting, wallpapering, and general repair work, all have 
undoubtedly had a very considerable influence on the scheduling of construction 
work and therefore on seasonal shifts in employment. 

“Two of these practices in particular have been singled out for a very large 
share of the blame for seasonality in building. They are the custom of fixed 
leasing dates and the practice of letting contracts for new buildings primarily in 
the spring. In normal periods when housing supply matches or exceeds demand, 
the existence of a single leasing date makes it almost mandatory that new houses 
or apartment buildings be completed by that date, so as to preclude the possi- 
bility of an extended period of vacancy. The influence of this practice on the 
demand for labor is obvious, as is the effect of contracting for new buildings 
only in the spring and summer months.” 


CYCLICAL FLUCTUATIONS AND STABILIZATION 


“The extreme cyclical fluctuations in the level of construction activity and the 
reasons for them have been analyzed in detail by many writers and need not be 
reviewed here. It is clear, however, that since construction employment is one 
of the most cyclically sensitive elements in the American economy, the achieve- 
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ment of any significant stabilization in the building sector represents an enor- 
mous and perhaps insurmountable task. is 

“Probably the most significant method for obtaining a high and steady level 
of construction activity is through direct or indirect Government action. In 
the Employment Act of 1946, the Federal Government was directed to utilize 
and coordinate its functions and resources so as to ‘achieve maximum employ- 
ment, production, and purchasing power.’ To implement this policy the Federal 
Government can exert substantial influence through its fiscal and monetary 
policies, the power and actions of the Federal Reserve Board, the utilization of the 
many insurance reserves under its control, price support for agricultural prod- 
ucts, tax policies, and others. The mere authorization to utilize such tools does 
not guarantee their use nor their effectiveness when employed. Experience 
suggests, however, that if the threat of a substantial decline in the level of pro- 
duction and employment is real, there are effective tools, if properly timed, to 
prevent a depression. : ; ; 

“Policies designed to stimulate private construction activity consist primarily 
of Government regulation and stimulation of credit. Since the availability of 
mortgage credit is indispensable for a major part of private construction activity, 
Government credit policy may exert substantial influence on the volume of build- 
ing, especially residential activity. Experience since 1934, however, suggests 
that such policies are likely to be less effective in restraining construction activ- 
ity during the upswing than in stimulating it during periods of slack. Thus after 
World. War II, the need for housing for veterans and others had such a high 
priority that longrun objectives of stabilization could not be vigorously pursued. 

“The volume of construction can also be influenced, of course, by the public 
works activities of local, State, and Federal Governments. Prior to the 1930's, 
public expenditures made up approximately one-fifth of total new construction. 
During the subsequent 15 years of depression and war, however, this ratio rose 
to from 50 to 75 percent. Since the war, it has again dropped to about one- 
quarter of total expenditures, and it has been estimated that under conditions 
of peace in the future, new public construction ‘might be expected on the average 
to represent close to one-third of all new construction.’ 

“It has long been advocated that his large volume of public work can be 
employed in such a way as to reduce or offset fluctuations in private activity. 
During good times, when demand is at a high or excessive level, as measured by 
some activity index, public construction activity would be restricted. Such 
withheld construction would be released, in accordance with previously pre- 
pared plans, when private work declines. Such a program would tend to stabi- 
lize the work of the industry and could contribute materially to the stabilization 
of the economy. p 

“The advantages inherent in such a long-range construction plan are easily 
identified. It does not necessitate an extension of Government activity in the 
private sector of the economy, nor does it call for regulation or control of private 
construction. By withholding public work when prices are high and undertaking 
it when private demand for labor and materials is lower, such action, if embarked 
upon by all levels of government, properly timed and of sufficient volume, can 
check somewhat deflationary forces during the business decline and inflationary 
forces during the boom. 

“There are, however, several practical and theoretical obstacles to the imple- 
mentation of such a plan. The idea of planning public works for the purpose 
of stabilization is new, and faith in the planning instrument is not vety strong. 
This is in part the result, of the fact that experience with long-range planning 
of this type has been quite limited in the United States. During the building 
boom of the 1920's, our concern with the problem of construction employment 
was negligible; nor can the many public work programs initiated in the 1930's 
properly be designated as long-range programs. In addition, it is difficult to hold 
back public projects, for most of which there is urgent need. Once the electorate 
or the legislative body has authorized construction, the pressure to build at once 
is quite irresistible. Nor is there complete agreement among the experts as 
to the timing and the consequences of such decisions. 

“Two considerations, however, may lead in the direction of more positive 
action toward public works planning. First, as a nation we are much more 
sensitive to unemployment and job insecurity. The depression of the 1980’s has 
not been forgotten, and the Employment Act of 1946 translates this national 
concern into legislation. The problem of stabilization now has political and 
social significance to a greater extent than ever before. Second, the proportion 
of construction volume subject to the direct control of government—at all 
levels—is greater than at any previous time. Even under normal economic condi- 
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tions, from one-fourth to one-third of all construction in the United States 
will be initiated by government. As a result the Government is in an effective. 
position to influence the level of construction activity. These reasons suggest 


that stabilization plans are likely to be pursued more vigorously than in the 
past.” 











SUMMARY 









“Irregular employment remains one of the principal problems facing the average 
building trades worker. The degree to which construction labor is affected by 
the seasonal instability of the industry varies with the state of the total economy, 
which is reflected in the level of demand for building, and in the degree to which 
builders can take advantage of technical advances which make building in 
winter possible. Even in periods when the demand for building, particularly 
for housing, is extremely heavy, however, and when contractors take advantage 
of every means of operating throughout the year, unemployment stemming from 
seasonal changes in the weather continues to plague building laborers. It 
seems likely, moreover, that the problem will continue to exist for many years 
despite an apparent trend toward some lessening in the violence of seasonal 
fluctuations in construction activity. 

“Of all remedies advanced for the problem the most promising appears to be 
the maintenance of a high level of income and employment in the economy as a 
whole. The relatively moderate seasonal movements of the postwar period 
strongly suggest that when demand is high and prospects good, year-around 
operations are more likely to be carried on despite the increased costs of 
winter operations. Thus, other means of reducing seasonal unemployment, such 
as Winter building or the elimination of custom and tradition, all would seem to 
be dependent, finally, upon a continuation of a high level of demand for the 
products of the industry. In and of themselves, however, each of these steps 
would aid materially in a reduction of seasonal fluctuations and would help to 
stabilize the conditions of employment in the industry.” 


Mr. Couurer. In view of that, Senator, I will attempt to very briefly 
summarize that statement and supplement it in some parts, because 
after reading it over myself, I find that there are some things left 
unanswered. 

I have no desire to impress this committee with the fact that I am 
an expert in this field even in the building trades. I speak primarily 
from experience as the business manager of a local union of my own 
rade for several years, and have been 21% years on my present posi- 
tion, representing all of the building trades in Michigan in some phase: 
of their activities. I have avoided the statistics, because we have no 
sientific studies. And I am aware of what the previous speakers 
have said, having read their papers this morning and having listened 
to the testimony of this morning. And I feel that the statistical end 
of this problem has been very adequately covered. 

You will find that in this statement we attempt to answer from 
the building trade viewpoint most of the questions raised by the 
thairman’s letter of October 21, which told the areas which you are 
nost interested in, and the answers in the statement follow generally 
nthat order. 

However, I noticed in the prepared statement that I have made no 
uention of specific unemployment in the building trades in Michigan. 
let there be no doubt in anybody’s mind that we do have substantial 
employment among our people. : 

Getting to the specific questions raised by Chairman McCarthy’s 
ktter, he asked among other things, if there was a precise definition of 
employment. I only raise one point there with regard to building 
tradesmen. We feel—and this is outlined in the statement—that there 
sa lack of understanding of what some of us called technical un- 
uployment among our building trade journeymen. In many cases— 
47557—60—pt. 3-33 
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in fact, most cases—our journeymen prefer to travel long distances, 
either interstate or intrastate, in order to maintain employment rather 
than go on the rolls of the Michigan Employment Security Commis- 
sion. And because of this they don’t show up on this statistic as 
unemployed. However, from the standpoint of having to maintain 
two residences and support their families at home here, our organiza- 
tions which run the hiring halls consider them unemployed in a sense. 
As to fact gathering procedures, I refer back to the previous testimony 
of the lack of definition of unemployment and building tradesmen on 


that score. 

I notice Mr. Horton was here yesterday, and I certainly wouldn’t 
attempt to add to his excellent testimony as far as fact gathering. I 
have been in his office, and I know the procedures used, and I consider 
him extremely well qualified, and his office is doing an excellent job on 


that score. 

As to the origin of unemployment, my statement also emphasizes 
what I have heard many other speakers mention here, the role of the 
Federal Government and the State governments and other govern- 
mental agencies in the matter of origin of unemployment or stimula- 
tion of employment. 

I would like to point out one thing, that the statement quotes ex- 
tensively—it is too bad that Professor Haber isn’t here; he is certainly 
being quoted enough this morning—and my statement also quotes him 
as to, “Policies designed”— this is a quote: 


Policies designed to stimulate private construction activity consist primarily 
of government regulation and stimulation of credit. Since the availability of 
mortage credit is indispensable for a major part of private construction activity, 
government credit policy may exert substantial influence on the volume of build- 
ing, especially residential activity. Experience since 1934, however, suggests 
that such policies are likely to be less effective in restraining construction activity 
during the upswing than in stimulating it during periods of slack. Thus after 
World War II, the need for housing for veterans and others had such a high 
priority that longrun objectives of stabilization could not be vigorously pursued. 

The volume of construction can also be influenced, of course, by the public 
work activities of local, State, and Federal Governments. 


He goes on on that subject. 
Later he mentions: 


The advantages inherent in such a long-range construction plan are easily 
identified. It does not necessitate an extension of government activity in the 
private sector of the economy, nor does it call for regulation or control of 
private construction. By withholding public work when prices are high and 
undertaking it when private demand for labor and materials is lower, such 
action, if embarked upon by all levels of government, properly timed and of 
sufficient volume, can check somewhat deflationary forces during the business 
decline and inflationary forces during the boom. 

There are, however, several practical and theoretical obstacles to the im- 
plementation of such a plan. The idea of planning public works for the purpose 
of stabilization is new, and faith in the planning instrument is not very strong. 
This is in part the result of the fact that experience with long-range planning 
of this type has been quite limited in the United States. During the building 
boom of the 1920’s, our concern with the problem of construction employment 
was negligible; nor can the many public works programs initiated in the 1930's 
properly be designated as long-range programs. In addition, it is difficult to hold 
back public projects, for most of which there is urgent need. Once the electorate 
or the legislative body has authorized construction, the pressure to build at once 
is quite irresistible. 


I am afraid I haven’t made the point that I wanted to make here, 


that the professor points out. 
The economic—— 
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Senator McNamara. The role that all levels of government should 
play in the economy ? 

Mr. Courter. That is correct. And the fact that it is possible for 
the Government to get a better job at probably a lower cost during 
those periods than during the periods of high employment. 

The only other thing ui to add to that is that people might 
want to raise the point there that wage levels don’t necessarily decline 
as rapidly, but there also is the possibility of contractor-builders 
taking a narrow margin of profit. We found that in school construc- 
tion around the State here in recent years. 

We go on to the questions raised by age. And there I would like 
to emphasize—it is also in my statement—that age is very definitely 
a factor in the building trades. There is a tendency for some em- 
ployers—not all—to shy away from older workers, even after 40, 
on building projects, and even though many of our labor contracts call 
for a certain ratio of older journeymen on the job, employers—I say 
again, some employers—find methods of circumventing this, and stay 
away from the older employees, which is false economy, because 
employers, construction employers with more experience, know that 
the older worker in many, if not most cases, is a more stable employee, 
he is a safer employee, and he has less lost motion and can do the 
job in a shorter time and add to productivity. 

I would like to emphasize also a portion of the prepared statement 
regarding employment skills. Here we find a need for much more 
training, a much higher degree of skills, especially in the atomic age 
where we are building nuclear powerplants, and with the advent of 
automation equipment which our people install in the plants, where a 
higher degree of skill is required. 

And on this point, although it is not specifically mentioned, there 
is a need for skill improvement programs for the older worker and 
funds for better and expanded bona fide apprenticeship programs. 
The Federal Government does now take part in that. There is a need 
for an implementation. I have recently learned of some funds 
that are available for certain types of training, Federal funds, but it 
seems they are being used for so-called technician training. And we 
feel they could be much better used for training of bona fide appren- 
tices in the building trades. 

On the matter of automation, it is adequately covered, I believe, 
in our statement. I would like to make the point that very few people 
think of automation as applying to the building trades, and actually 
the term itself probably doesn’t, but we do have extremes of tech- 
nological development and improved materials, methods, et cetera, 
which affect the number of man-hours, days, and weeks that our peo- 
ple put on the job. 

As to population patterns, we say that in addition to the effect on 
residential construction, which is mentioned in this statement, it 
naturally follows that commercial and industrial construction are 
both a cause and a result of this. For example, when an industry 
comes into an area or leaves it, the need is created or a void is left 
for schools, stores, gas stations, and many other service industries. 

As to transportation requirements in the proximity of raw mate- 
rials, another point raised by the chairman’s letter, our statement says 
nothing on these items. I just don’t know how to describe any 
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tangible effects of these items on employment in our industry. They 
undoubtedly do have some results. 

As to the national defense program and other Government pro- 
curement programs, our quotation from Professor Haber’s book 
again—incidentally, I didn’t name the book; it is “Labor Relations 
and Productivity in the Building Trades”—I think very clearly covers 
that. 

I have heard previous speakers emphasize the point of arbitrary 
awards or withdraws of defense contracts. We mention that in our 
statement, and I would just like to emphasize it. 

As to international trade competition, another point raised by the 
chairman’s letter, the construction industry, I am sure, can meet any 
international competition. I think an example of that is the fact 
that we have a number of our best journeymen over in foreign coun- 
tries today assisting in establishing defense facilities. 

As to the question of what can be done to alleviate present unem- 
ployment, again I refer you to the section talking about governmental 
and State action. 

Professor Haber’s book does bring out some ideas for long-range 
planning in the building industry. Expanding somewhat on his 
writings, especially regarding governmental action, we could go on 
and on and on, I suppose, but again it has been quite adequately 
covered here this morning and yesterday. 

I am sure everybody is aware of the extreme cyclical nature of the 
construction industry. And we cover that in the prepared statement 
also. 

I might point out one example of a specific State governmental 
action that could be taken, and unfortunately hasn’t been, but it would 
have alleviated considerable unemployment in Michigan in the recent 
months, and that is the fact that we have, I am told, something like 
a $10 million fund available in Lansing, the employers retirement 
fund, which could be put to work to build a new State office building 
which is much needed in Lansing. For some reason or other, some 
sort of haggling about interest rates and many other minor factors, 
I think, although I think the interest rate is something that can be 
touched upon, we find that the national policy seems to affect that. 
But for these and other reasons that are beyond me, this building 
is not being built, and if it were in the process of construction, we could 
bring some people back from several other States and put them to 
work here in Michigan, especially on the west side of the State. 

I know the shorter workweek has been touched upon by previous 
speakers. I don’t think there is any doubt in the minds of building 
tradesmen that there is a need for a shorter workweek, and we know 
that it is coming. I have heard much more experienced people than 
myself express it to both labor and management on various points, 
and I can assure you that the construction trades will bargain for a 
shorter workweek. There is a need, I think, for a more realistic 
approach to the percentage ratio of premiums on unemployment in- 
surance in Michigan with regard to the smaller employer. And 
many, in fact most, of our contractor-employers are small, and the 
unemployment premium many times is a factor in their deciding 
whether to put on a few extra employees or not. 

I don’t think I will take up much more of your time, Senator, but 
I noted something one of the previous speakers said, and I would 
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like to say that we of the construction industry also recognize the 
necessity for competition in our free-enterprise system. And I refer, 
of course, to the man from the board of commerce, Mr. Campbell, I 
think. And also the necessity for good productivity. If we are 
expected to drag ourselves down to the wage levels of some of our 
southern neighbors and the Japanese and European—and now we 
hear about South America—I think we might just as well move to 
South America and enjoy some of that climate, because I can’t see 
the soundness of bringing our wage level to theirs. This speaker also 
mentioned—I hadn’t intended to touch on this, but it does get a little 
disgusting—he decries the fact that Michigan has been ballyhooed 
from pillar to post around the country as having a bad climate, labor 
and political, as he puts it. And then he goes on to emphasize the 
same point himself. I think that is a little bit inconsistent. 

Again, I thank you very much for the opportunity, Senator. 

Senator McNamara. Thank you for being here. 

Just one or two questions, or perhaps elaborations on your testimony. 

You mentioned employment in the building trades of overage 
workers. 

Mr. Courter. Yes, sir. 

Senator McNamara. Do you think it would be helpful in the State 
of Michigan if we amended our fair employment practice law to 
prohibit discrimination because of age in employment? 

Mr. Coutrer. I think so, Senator. As I mentioned earlier, many 
of our labor contracts in the building trades have a provision which— 
I will take my other trade, for example, which is electrical—and all 
of our contracts carry a provision that every fifth journeyman on 
the job, if available and qualified, of course, shall be over the age of 
50. In spite of this, as I mentioned earlier, we know that contractors 
can find many reasons to get around that, and many of them sound 
quite legitimate. So, in view of this, I would say “Yes.” 

Senator McNamara, You say, in reference to the shorter work- 
week, that your organization is already bargaining for a shorter 
workweek. Does this imply that you think this is the proper pro- 
cedure rather than have Government intervention in something that 
can be obviously settled at the bargaining table? 

Mr. Coutrer. I think that is true. As a matter of fact, I think 
I can say that we have been bargaining for a shorter workweek for 
several years. It is only in recent years that the building trades have 
started to bargain for and have received paid holidays and paid 
vacations. I heard a speaker at the Institute of Notre Dame a couple 
of years ago mention the fact that in this way we probably are bar- 
gaining for a shorter workweek, longer vacations, and more paid 
holidays. But eventually I am reasonably positive that we will also 
bargain for a shorter workweek. 

Senator McNamara. You point out in your closing remarks the 
statement made concerning industry moving to a lower wage area. 
I think people who look at this business of wage earners moving 
away from any particular area don’t take into consideration that 
when the wage earner moves, the consumer moves, too, 

Mr. Coutrer. True, sir. 

Senator McNamara. The wage earner and the consumer are one 
and the same person, to a large extent, in our economy. I am sure 
that is the point you made. 
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Mr. Courter. Yes, sir. ; 
Senator McNamara. I appreciate very much having you here, Mr. 
Coulter, and your testimony will be helpful to the committee. 


Mr, Covnrer. Thank you Senator. 
Senator McNamara. Mr. John C. McCurry, Michigan Manufac- 


turers Association. 


STATEMENT OF FRANK E. COOPER, GENERAL COUNSEL, MICHIGAN 
MANUFACTURERS’ ASSOCIATION 


Mr. Cooper. Mr. Carey is not here today. He spoke to Mr. Brown 
to ask if I could appear in his stead. 

Senator McNamara. Weare glad to have you here. 

Do you have a prepared statement for the record? We will be 
happy to insert it in the record at this point in its entirety, and you 
may summarize or proceed in your own way. 

Mr. Coorrr. Mr. Chairman, the hour is late, and in view of the 
fact that my prepared statement is several pages long, I would be 
happy indeed to summarize it. 

Senator McNamara. Thank you. It will be printed in full in the 
record at this point. 

(The prepared statement of Mr. Cooper follows :) 


PREPARED STATEMENT OF FRANK E. COOPER 


The purpose of the committee hearings, as set forth in the Senate resolution, 
is to study areas of critical unemployment “for the purpose of determining 
what can be done to alleviate such conditions.” Before the committee can 
determine how best to alleviate the unemployment situation in Michigan, the 
committee will, of course, want to determine the causes thereof. 

Much has been written and published concerning the high incidence of uneni- 
ployment in Michigan attributable to the shift in defense procurement from 
tanks and ordnance to aircraft and: missiles, and attributable to the continuing 
decentralization of the automobile industry. The committee, I am sure, has 
available statistics and studies concerning these problems and I shall not 
trespass upon your time by reviewing the results of published studies in this 
area, save to refer to the article by Prof. William Haber of the University of 
Michigan in the May 1959 issue of Michigan Business Review. 

Not much can be done about these aspects of the problem. Defense require- 
ments are not likely to revert to the type of armaments used in World War II. 
which Michigan plants are equipped to build. Economic necessities seemingly 
will require further decentralization of the automotive industry. 

But there is another aspect of the problem—one about which it may be pos- 
sible to do something. It is pointed out in the recent booklet, ‘““What’s Ahead 
for Michigan?’ published by the Upjohn Foundation, that the number of jobs 
available in Michigan is not nearly keeping pace with the rapidly increasing 
population. 

The plain fact of the matter is that in Michigan the rate at which new en- 
ployment opportunities have opened has been far too slow to avoid a serious 
unemployment problem. While the State’s population was increasing faster 
than that of any of the other seven States in the “manufacturing belt” (New 
Jersey, New York, Pennsylvania, Illinois, Indiana, Ohio, and Wisconsin), the 
number of employment opportunities decreased by at least 180,000. The State 
lost that many jobs in the 4 years, 1953-57. 

In plain language, we need more new jobs in Michigan. In equally plain 
language, I would suggest that we cannot obtain new jobs until businessmen 
become persuaded that it is wise to risk their money, and devote their energies 
and abilities, to building business here in Michigan. Save for WPA-type re- 
lief work, we cannot have job openings unless businessmen make them: and 
during the last decade too many businessmen have concluded that Michigan 
is not the place to risk their money in establishing new ventures that would 
result in more jobs. 
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No impartial study can escape the conclusion that : 

(1) Most Michigan employers have preferred to expand if possible outside 
of Michigan rather than within the State. 

(2) Out-State employers in selecting new plant sites have in the vast majority 
of cases elected not to come to Michigan. 

These two simple facts are the chief reason for the loss of employment oppor- 
tunities in Michigan; and before determining how to reverse this situation, 
your committee must make a determination as to why Michigan business is 
moving out of the State and out-State business is not moving in. 

I do not suppose that the answer to this question can be established with 
mathematical certainty by any statistics. But on the basis of my experiences 
in my day-to-day work of counseling with Michigan businessmen over the last 
25 years, I have formed certain conclusions which I would like to summarize 
briefly in the hope that they may be of some assistance to you in your difficult 
and important task. 

As I see it, there are fundamentally three reasons for the so-called unfavorable 
business climate in Michigan. They are, first, taxes; second, union attitudes 
in collective bargaining; and third, the antibusiness bias evidenced by certain 
agencies of State government. 

I do not know which of these is the most important. As I talk to employers 
it seems that some are more concerned with one than with another. I suppose 
that the degree of importance varies with the situation of the particular business. 

But I feel sure that all three of these factors weigh heavily in the decision, 
every time a Michigan businessman elects to move out of the State and every 
time an out-State employer, planning to erect a new plant, crosses Michigan off 
his list of prospective plant sites. 

(1) There is no question but that taxes are high. The Detroit Free Press of 
April 28, 1957, carried a chart on a hyphothetical $125 million corporation which 
showed that using Detroit, Mich., as 100 percent, the State and local taxes in 
Chicago, Ill., were 67.04 percent; Indianapolis, Ind., 53.25 percent; Cleveland, 
Ohio, 50.55 percent; Buffalo, N.Y., 67.06 percent, and Pittsburgh, Pa., 61.30: 
percent. According to the Free Press article one employer found that the 
State tax per job in Michigan is $140 more than Ohio. Other factors being equal 
or nearly equal, such a wide discrepancy in tax cost is certain to be an impor- 
tant factor in choosing plant location. 

The existing high tax levels in Michigan do not tell the whole story. Just 
as much as cause of concern is the grave uncertainty as to what the future 
course of taxation is to be. The Michigan Legislature has been struggling all 
year with the problem of adopting a new tax policy. But nothing has as yet 
been resolved. This uncertainty, coupled with the high rate of taxation, is a 
major deterrent. 

(2) What I have described as union attitudes in collective bargaining is also 
an important factor with many employers. I counsel with a number of small 
employers in connection with their labor problems. They complain that their 
collective bargaining contracts are in effect negotiated in the conference rooms 
of the auto industry; and, as they put it to me in a colloquial way, the auto 
companies do not always do a good job in negotiating a contract for the small 
employer of 200 or 300 men. The practice has been that after the automobile 
contracts are negotiated, the international representatives of the UAW go 
into the smaller plants and say: “Here is the pattern which you must accept.” 
This is not collective bargaining. It is the unilateral imposition of employment 
standards. Of course, sometimes minor deviations and departures may be 
agreed upon as to noncritical issues. But the big thrust is for the imposition 
of the “pattern.” 

I have personally participated in instances where an employer had good 
arguments to support a proposal that the pattern be changed in his plant— 
indeed the arguments were so good that the bargaining committee in the plant 
appeared to be willing to accept the employer’s proposal and depart from the 
pattern—but the international representative, after checking back with head- 
quarters in the UAW solidarity house, insisted that there could be no departure. 
The pattern must be met. 

When an employer finds that the right to bargain collectively is in large meas- 
ure taken away from him, and that the terms of employment are set unilaterally 
by the UAW on the basis of agreements made elsewhere, it is not surprising 
that the employer is disheartened. 

(3) A third factor is the antibusiness bias evidenced by certain agencies of 
State government. 
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Subjected as he is in tihs generation to a myriad of administrative controls, 
the businesman is understanably sensitive to the attitudes of the numerous 
administrative agencies that have so much to say about the way in which he 
can conduct his business. 

Many businessmen with whom I consult feel that during the last 10 years 
the policies of certain administrative agencies within the State government have 
come to be antibusiness policies. It would, of course, be inappropriate for me 
to name particular cases in which I have been involved, and the particular 
clients, and the particular agencies. However, I can state candidly and sin- 
cerely that in their contacts with a number of governmental agencies within 
the State, many businessmen find that business and its spokesmen are not 
accorded a hospitable reception. Rather than exhibiting an eagerness to work 
out practical and reasonable solutions to the problems that concern businessmen 
in their day-by-day operations, too many governmental agencies exhibit a 
complete lack of interest in the needs of the business community. 

I do not level this charge against the career employees who comprise the 
staffs of these agencies. There are many able, fair, conscientious, and hard- 
working employees; but the policies which they must enforce are those set 
by the politically appointed agency heads. The attitude of the agencies, in 
short, is merely a reflection of the attitudes of the State administration. 

This combination of high taxes, tax uncertainty, collapse of collective bar- 
gaining, and antibusiness bias of State government has resulted in a situation 
where many businessmen feel that Michigan is no longer an attractive place to 
do business. This, I believe, is the heart of the difficulty. 


Mr. Coorrr. My name is Frank E. Cooper. I am engaged in the 
general practice of law in Detroit. One of my clients is the Michigan 
Manufacturers’ Association on whose behalf I appear this morning. 

In re your committee, Mr. Chairman, I should like to 
appear essentially as a reporter to recount what businessmen have told 
me as I counsel with them about their problems. And on that basis, 
I should like to make a suggestion as to what I believe to be the under- 
lying cause for Michigan’s unemployment problem, because it is only 
by determining the causes of the present conditions that your com- 
mittee can determine how they can best be alleviated. 

Much has been written about the decentralization of the automotive 
industry and about the shift in defense procurement away from the 
wheeled vehicles that Michigan plants are preeminently equipped to 
build. I shall not burden you with further statistics on that score, 
although I have a few of them in my prepared statement. 

The underlying cause of the problem, as I see it, is that the number 
of jobs available in Michigan is not nearly keeping pace with the 
rapidly increasing population. During the period from 1953 to 1957, 
according to statistics published in the recent study by the Upjohn 
Foundation, while the State’s population was soaring, during that 
same time the State lost 180,000 jobs. So that in plain language it 
apepars to me that what we need is more jobs in Michigan. And 
in equally plain language, I should like to suggest that we cannot 
obtain new jobs in large numbers or on a permanent enough basis 
until businessmen become persuaded that it is wise to risk their money 
and devote their energies and abilities to building business here in 
Michigan. 

The thing that bothers me is that it appears that during the last 
decade too many businessmen have concluded that Michigan is not 
the place to risk their money in establishing new ventures that would 
result in more jobs. On the basis of consulting on a day-to-day basis 
with businessmen, it appears to me first that most Michigan employers 
have preferred to expand, if possible, outside of Michigan rather than 
within the State, and, secondly, that out-of-State employers in select- 
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ing new plant sites have in too many cases elected not to come into 
Michigan. 

These two simple facts, it appears to me, are the chief reason for the 
loss of employment opportunity in Michigan. And before deter- 
mining how to reverse the situation, your committee will want to make 
a determination, I presume, as to why Michigan business is moving out 
of the State to quite an extent, and why out-of-State business is not 
moving into Michigan to the extent that we would all like to see. 

I do not suppose that any answer to this question can be established 
with mathematical certainty by statistics. But, on the basis of my 
work and my day-to-day counseling with Michigan businessmen for 
the last 25 years and a little better, I have formed certain personal 
conclusions that I would like to summarize briefly in the hope that 
they may be of some assistance to your committee in its important 
test. 

As I see it, there are fundamentally three reasons for the so-called 
unfavorable business climate in Michigan; first, taxes; second, certain 
union attitudes in collective bargaining; third, the antibusiness bias 
evidenced by some of the agencies of the State government. 

I do not know which of these is the most important. As I talked 
to employers, it seems that some are more concerned with one than 
another. I suppose that the degree of importance varies with the 
situation in the particular business. But I do feel sure, Mr. Chairman, 
in my own mind, that all of these factors weigh heavily in the decision 
every time a Michigan businessman elects to build a plant out of the 
State, and every time an out-of-State employer planning to erect a 
new plant decides to cross Michigan off his list of prospective plant 
sites. 

First, as to taxes, there is no question but that taxes are high. With- 
out repeating some of the statistics in my prepared statement, I would 
refer briefly to published statements which show that taxes on busi- 
ness in many of the States to the north and the east and the south of 
Michigan are only 55 to 70 percent as high as the taxes on business 
in Michigan. 

And the existing high tax levels do not tell the whole story. Just 
as much a cause of concern, I believe, is the grave uncertainty as to 
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Now this, it seems to me, is not collective bargaining as it was 
envisaged when the Wagner Act was passed in the early days of my 
practice; this comes closer to unilateral imposition of employment 
standards. 

Now, of course, minor deviations as departures are agreed upon, 
particularly as to issues that are not deemed critical. But the big 
thrust is for the imposition of the pattern. I have personally par- 
ticipated in instances, Mr. Chairman, where an employer had pretty 
good arguments to support a proposal that the pattern should be 
changed in his plant. Indeed, the arguments are so good that the 
meeiere of the bargaining committee sitting across the table appeared 
to be willing to depart from the pattern and accept the employer's 

roposal. But the international representative, after checking with 
hes quarters, insisted that there could be no departure. This is a 
part of the pattern ; this must be met. 

I want to emphasize, I am not criticizing hard bargaining; hard 
bargaining is proper, and hard bargaining is healthy. But we do 
have a situation, Mr. Chairman, where, when a small employer finds 
that the right of bargaining collectively is in a large measure taken 
away from him, as he views it, he can’t bargain collectively any more, 
he has to take what is dictated to him. 

On the basis of agreements made elsewhere, under these circum- 
stances, it seems to me that it is not surprising that the small business- 
man becomes sometimes disheartened. 

A third factor is the antibusiness bias—I hesitate, because I don't 
like the word, but I can’t find a better one, Mr. Chairman—evidenced 
by certain agencies of the State government. Subject, as he is in this 
generation to a myriad of administrative controls, the businessman is 
understandably sensitive to the attitudes of the numerous administra- 
tive agencies that have so much to say about the way in which he can 
conduct his business. 

Many of the businessmen with whom I consult feel that during the 
last 10 years the policies of some of the administrative agencies within 
the State government have come to be antibusiness policies. Now, 
it would, of course, be inappropriate for me to name particular cases 
in which I have been involved, and the particular clients and the par- 
ticular agencies. But I can state candidly and sincerely that in their 
contacts with a number of the governmental agencies within the State, 
many businessmen find that business and its spokesmen are not ac- 
corded a hospitable reception. Rather than exhibiting an eagerness 
to work out practical and reasonable solutions to the problems that 
concern businessmen in their day-by-day operations, some of the gov- 
ernmental agencies appear to exhibit a complete lack of interest in 
the needs of the business community. 

Mr. Chairman, this combination of high taxes and tax uncertainty 
and what I call the collapse of collective bargaining in the small 
plants, and what might be described as an antibusiness feeling on the 
part of some of the administrative agencies within the State govern- 
ment, has resulted, in my humble opinion, in a situation where many 
businessmen feel that Michigan is no longer the most attractive place 
to do business. And this, I believe, is at the heart of a large part of 
the difficulty. 

Thank you, Mr. Chairman. 
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Senator McNamara. Thank you for your testimony. 

I think your figures are very interesting. I note you list Indianapo- 
lis, Ind., as one of these areas where they have a fairly good climate 
for business. That is on page 4 of your testimony. And we had tes- 
timony yesterday that one of the large—one of the Big Three auto- 
mobile manufacturing companies moved one of their plants from 
Indianapolis to St. Louis, Mo. You make no reference to St. Louis, 
so I presume this is one of the unfavorable climates such as Michi- 
gan—is that correct? 

Mr. Coorrr. I did not intend, Mr. Chairman, to make that infer- 
ence. On page 4 I borrowed some statistics from a Free Press article 
published in 1957, and which I believe still are substantially correct 
in reflecting comparative tax levels, which reflected that the tax levels 
in Indianapolis, Ind., were approximately 53 percent as high as the 
level of the taxes on business in Michigan. I am sure that taxes are 
only a part of the factors that are taken into consideration. 

I am sorry, Mr. Chairman, that I don’t have statistics as to the 
comparative level of taxes as between Indiana and Michigan. I might 
say that within the last month I have talked to two businessmen who 
were considering building a new plant, and they were looking favor- 
ably at both Indiana and Missouri, Mr. Chairman. 

Senator McNamara. I think that we can sum your testimony up 
that as a representative of the Michigan Manufacturers’ Association 
you recommend to business that they locate in other than the State of 
Michigan. And I think this isa sad day. 

Thank you very much. 

Mr. Coorrr. Mr. Chairman, could I say that I have not made my 
point clear? 

Senator McNamara. That is the point you make to me. Maybe 
there is a different construction that can be put on your testimony, 
and I will ask the staff to try to find it. 

Mr. Coorrr. The construction which I should like to place on my 
testimony, Senator, is that it would be the hope of the Michigan 
Manufacturers’ Association that through action by government and 
by action by the people, the situation in Michigan can be made more 
attractive to business. 

Senator McNamara. Thank you very much. 

Mr. Eugene Hoffman, local 157, Fisher Body. 


STATEMENT OF EUGENE HOFFMAN, GENERAL MOTORS FISHER 
23-UNIT, LOCAL 157, UAW 


Senator McNamara. We will be glad to hear from you. Go right 
ahead. I understand you want to make a brief appearance—you were 
not on our list, but we will be glad to hear from you. 

Proceed. 

Mr. Horrman. Thank you, Senator. 

The group in the UAW for whom I speak carried on a vigorous 
campaign a year ago, inside the union and out, for constructive meas- 
ures to lessen the disastrous unemployment in the Detroit area. We 
thank the Senate special committee for the opportunity to appear here 
today, and we particularly thank Senator McNamara for his coopera- 
tion with our committee a year ago, when he told us he would intro- 
duce a bill for the 30-hour workweek if the UAW would go along. 
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Senator McNamara. Let’s correct the record at this point. I made 
no such statement. 

Mr. Horrman. At the meeting—I had a brother with me—— 

Senator McNamara. I don’t care how many brothers you had. I 
made no such statement. 

Mr. Horrman. While we were glad to listen to the great variety of 
measures proposed by our union brothers here yesterday we still be- 
lieve that the emphasis should be laid principally on two remedies: 

1. The shorter workweek, without reducing the weekly take-home 
pay, with an accompanying ban on any overtime while seniority em- 
ployees in the classifications remain laid off ; and 

2. Lower social security retirement age to 60 years, whether or not 
the worker has been laid off or is still on payroll, plus increased bene- 
fits and free medical care for the retirees. 

Implementing the first proposal will bring many laid-off workers 
back on the payroll. 

Implementing the second will make room for a multitude of young- 
sters entering the labor market for the first time, as well as rescue 
workers between 60 and 65 from the ravages of the speedup in the 
auto industry. 

Federal legislation probably cannot help in one other direction, but 
we wish to submit, finally, that immediate reopening of the Big Three 
contracts—instead of waiting till the spring of 1961 as the recent 
UAW convention decided—would also help toward the shorter work- 


week and elimination of overtime while seniority employees in the§y,.; 


classifications are still laid off. 

As chairman of a union that has approximately 1,000 people, we 
have at different times during a year, when there is what we call a 
model change or a new program, been submitted a list of the names 
of maybe 50 to 100 employees that are to be laid off on the weekend. 
And on the other hand, we are given a list of the people that are to 
work overtime in these classifications. In our plant at times we go 


down to approximately 500 people. And some of them are neverff ty" 


called back, due to the time-for-time basis in our seniority clauses. 
This also holds true in a sister unit across the street, which is Fisher 
21. 

I thank you, Senator. 

Senator McNamara. Thank you, sir. 

Now let us get the record straight. At a meeting we had in my 
office in February I said to you that if the UAW would take the leader- 
ship in pressing for a 30-hour workweek I would introduce legislation 
along those lines. Now, that is not the way you say it here. You 
make it sound like I would take the initiative if they would support 


it, and just the reverse is true. Now, I did introduce a bill for ajf'! 
35-hour workweek, as I told you I would at that time. And this is forfiya, 


the record. 

Mr. Horrman. Well, not being as well learned as the Senator ism! 
maybe my words are mixed up. 

Senator McNamara. Thank you very much. We appreciate your 
being here, and we appreciate your testimony. 

The committee will be in recess until 2 o’clock. At that time we will 
hear from local 600, as the first witness. 

(Whereupon, at 11:50 a.m., the committee recessed, to reconvene 4 
2 p.m. the same day.) 
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AFTERNOON SESSION 


Senator McNamara. The hearing will be in order. 

We have a telegram from the “Mayor of Jackson, Mich., Harold 
Millern, saying that he regrets that he is unable to be here, having 
been called out of town. It will be made a part of the record at this 
point. 

(The telegram referred to follows :) 

JACKSON, MicH., November 18, 1959. 
Hon. PATRICK MCNAMARA, 
U.S. Senator, Unemployment Hearings, 
McGregor Memorial Center, Wayne University, Detroit: 
Regret that I have been called out of town and will not be able to participate 


in the committee’s hearings. Many thanks for inviting me. I trust the hearings 
will meet with success. 


HAROLD MILLERN, Mayor. 
Senator McNamara. We have a statement from James L. O’Rourke, 
recording secretary, Local Union No. 600, United Automobile Workers, 
which will be made a part of the record at this point. 
(The prepared statement of Mr. O’Rourke follows :) 


PREPARED STATEMENT OF JAMES L. O’ROURKE 


When I wrote your committee requesting that the officers of local 600 be granted 
an opportunity to assist your committee in its endeavor to obtain the necessary 
information which would enable you to reach conclusions as to the best solutions 
to the serious problem of unemployment which is widespread throughout this 
Nation, it was on the assumption that your committee would hold hearings in 
Washington at which nationally prominent citizens from labor, industry, and 
other spheres would appear. It was my belief at that time that the committee’s 
activities in Detroit would be confined to hearing from representative citizens 
within the local community. At that time, as you know, I had no knowledge 
that President Walter P. Reuther would not appear in Washington, but that 
he would appear in Detroit. 

With that understanding, tentative arrangements were made for local 600 
(ficers to appear before your committee today, Friday, November 13, 1959, at 
2p.m. 

However, contrary to our assumption, nationally prominent figures from labor, 
industry, and other spheres of life have appeared at your hearings here in 
Detroit, including the UAW International President, Walter P. Reuther. If 
we had known these facts at the time we first contacted your committee, we 
vould not have requested an appearance. 

Therefore, inasmuch as President Walter P. Reuther did appear before your 
(committee yesterday in Detroit, testifying ably in full detail and offering posi- 
tive proposals for the solution of the serious question of unemployment, with 
which we fully subscribe; we are advising you that we will not appear before 
the committee. 

We have followed the proceedings very closely and we commend your com- 
nittee for the time and diligence you are expending on this very important 
@yroblem. However, contrary to the positive proposals that were made by 

President Walter P. Reuther and others in an attempt to remedy the serious 
‘ituation of unemployment, we were disappointed that the representatives of 
industry only saw fit to relate what they claim they have done rather than 
fer positive proposals to correct the serious situation of unemployment which 
till exits in spite of what industry claims they have done. 

We thank you for your cooperation and consideration. 


Senator McNamara. I have a letter from Mayor Wilbert F. Smith 
if Benton Harbor saying that he could not be here today, but he has 


nt Mr. F. Joseph Flaugh as the official representative of Benton 
Harbor. 
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(The letter referred to follows :) 
City oF BENTON HaArsor, MIcH., 
November 12, 1959. 
Hon. Patrick V. McNAMARA, 
U.S. Senator, 
Detroit, Mich. 

My Dear SENATOR: Due to the press of business, I am very sorry that it will 
be impossible for me to personally attend the Senate unemployment hearings 
scheduled for Friday. November 13. 

I have chosen as Benton Harbor’s representative, Mr. F. Joseph Flaugh, the 
bearer of this letter, to testify for us at 1.30 p.m. on the 18th. Mr. Flaugh is 
possessed of a sound knowledge of and experience in governmental affairs on 
both the State and local level, and is an active member of the welfare committee 
of our local city commission. 

Please consider Commissioner Flaugh as Benton Harbor’s official representa- 
tive, with authority to speak in our behalf. 

Sincerely, 


WIxbsert F’. Smita, J/fayor. 


Senator McNamara. Also I have a letter from Mayor Sparks of 
the city of St. Joseph, Mich. Mayor Sparks regrets that he cannot 
be here today, but he has furnished us some information in his letter, 
which will be made a part of the record at this point. 

(The letter referred to follows:) 


CrrTy oF St. JosepH, MICcH., 
November 10, 1959. 
Hon. EvGene J. McCarruy, 
Detroit, Mich. 

DEAR SENATOR: I regret sincerely that a prior commitment prevents my testi- 
fying before the special committee on unemployment problems on November 13. 
However, I am pleased to furnish the following information which generally 
follows the outline of the special committee. 

There is some question in my mind as to a precise definition for unemployment. 

Some workers are out of work but there is no actual severance of the employer- 
employee relationship. Others are unemployed more or less due to their own 
chosing; that is, they want only seasonal work and Care little or nothing about 
full-time regular employment. 

The biggest fault I find is the delay in compiling facts until a picture of 
trouble appears. Perhaps a real study of the “economic weather vanes” would 
give us a “red flag” quicker than the slower process of waiting until the unem- 
ployment offices are filled with people. There are signs that occur 3, 6, and 
even 12 months before the unemployment blight hits that indicate trouble, such 
as a drop in expansion plans, a surplus of loan money, and so forth. 

Some recent unemployment might be due to local or National Government 
action. Some might show up in a certain industry and this is somewhat closely 
tied to the geographical location, such as textiles in the Northeast, coal mining 
in the Central East and South Central, lumber in the North and Northwest, 
transportation in Eastern Middle West, and so forth. These areas have been 
largely built around one or two basic industries. Automation, new products, 
antiquated facilities, etc., have resulted in the basic industry either running 
into trouble or finding new and better ways of producing more products with 
less manpower and thus causing primary and secondary unemployment. More 
continuing research by these industries might be one way to foresee and forestall 
unemployment. 

Age is the cause of two segments of our population being or becoming. un- 
employed. The youth who are not properly prepared to meet the challenge of 
today’s market and thus are absorbed much too slowly and in some cases 
inadequately into the labor force. The other is the mature wage earner 40 
years and over who has become unemployed due to no fault of his own. He 
had not been prepared for this shock, nor had he studied nor been afforded an 
opportunity for retraining. The loss of such experienced employees is an area 
of waste this country can ill afford. It is my opinion that both age problems 
should immediately be studied and a remedy be determined as soon as possible. 

Race is a problem on which I do not feel that I am qualified to recite. It 
is there and may contribute to unemployment. Certainly progress is being made. 
As to whether it is at the proper rate, proper manner, or entirely adequate, I 
do not know. 
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Employment skills are closely allied to youth, education, and training prob- 
lems. This question is also moving toward some solution. I do not think it is 
fast enough in certain areas, nor do I feel it is adequate. However, educators 
are certainly doing their best to solve the problem. This is evidenced by the 
many new schools with increased facilities for teaching. 

At this point I would put in another problem or two—management skills and 
human relations. Some of our more serious cases of unemployment might be 
due indirectly to weakness in management planning, lack of sufficient sound re- 
search by management, and a better understanding of human relations. 

The following factors deserve consideration because they relate directly to 
industrial expansion or constructicn: Power considerations, space, zoning re- 
strictions, water shortages, tax inequities, allied services for industry, labor 
unrest, lack of courage, fear of failure or ridicule or narrowmindedness. A 
study might reveal some solutions to these problems. 

One or more of these subjects have ceitainly contributed to the very evident 
and downward trend in employment. Speaking for the twin city area specif- 
ically, employment has been up and down in the past 18 to 24 months. This 
area’s employment was at its lowest point in January 1958, with 14 percent of 
the labor force out of work, some in one area of unemployment and others in 
different areas, but some in nearly all types, so-called structural, chronic, cyclical, 
seasonal, ete. We stayed in this condition until November 1958, when again 
we hit the downgrade. However, this time it was confined almost entirely 
to seasonal labor. Thus, as early as last January we could foresee some labor 
shortages in the months ahead. In April 1959 we started back up the scale 
with seasonal industries beginning to pick up. By June we hit the tight labor 
market and this situation is scarcely any better now, especially if we disregard 
the secondary steel strike effects. Seasonally, we now show an increase in 
unemployment. However, this is more or less expected, even if not desirable in 
some cases. 

In the past 4 or 5 months, numerical employment has been a very high per- 
centage of the local labor force. However, shortly after the steel situation is 
cleared, there should be a real shortage in desirable or employable persons. It 
would be rather difficult for me to provide an answer that would stabilize em- 
ployment, as that is the answer you are seeking. It is very possible that careful 
consideration of annexation, the development of U.S. 94, and the possible de- 
velopment of a local port might be of some help. 

I feel that we are in a very enviable position in many respects. We are 
at the focal point of the northerly end of the great midwestern areas; therefore, 
whether we desire it or not, we will continue to grow. The rapid expansion of 
the last 10 years may be minute when we look back 10 years from now. 

My final opinion would be that it would be to the best interests of everyone, 
for labor, management, and all persons within a community, to try diligently 
to work and solve our problems together. 

Sincerely, 
Tom H. Sparks, Mayor. 


Senator McNamara. I understand that some of the mayors or rep- 
resentatives of the mayors have made some arrangements between 
themselves as to who will go first. 

Who is the first witness ? 

Mr. Parrerson. I am, sir. 

Senator McNamara. Come right up. 


STATEMENT OF HON. ROBERT L. PATTERSON, MAYOR OF THE CITY 
OF PORT HURON, MICHIGAN; ACCOMPANIED BY DICK RILEY, 
ASSISTANT CITY MANAGER 


Senator McNamara. Do you have a prepared statement ? 

Mr. Parrerson. Yes, sir. 

Senator McNamara. We will put the complete statement in the 
record at this point. 
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(The prepared statement of Mayor Patterson follows :) 


PREPARED STATEMENT OF Mayor Rosert L. Patterson, Port Huron, Micu. 


Mr. Chairman, the Port Huron area is suffering from chronic unemployment. 
Since January 1, 1956, unemployment has been better than 6 percent of the 
labor force. During 1954 and half of 1955, we were above 6 percent. The 
year 1958 was a particularly bad year, with unemployment reaching 14.2 percent 
in July, which is equivalent to one out of every seven being unemployed. Dur- 
ing 1959, the situation improved somewhat. Our latest figures for September 
of this year show 7.6 percent, the lowest in some time, but still not a good 
situation. We expect that the October figures, when released, will show an in- 
crease in unemployment, due to the effects of the steel strike. 

Unemployment figures, however, do not tell the full story. We also have 
about 2,700 of our people commuting daily to jobs in the Flint and Detroit area. 
They travel from 100 to 140 miles daily going to and from their work. This has 
been going on for some time and surveys show that it will continue, as these 
people intend to reside in the Port Huron area even though there are no jobs for 
them at the present time. 

Mr. Chairman, taking into account our 2,600 unemployed and our 2,700 workers 
commuting to other cities, we need in the Port Huron area a rockbottom min- 
imum of 3,700 new jobs to bring our unemployment down to the nationally 
recognized safe figure of 3 percent. 

The question before this committee today is: “What shall be done about 
unemployment?” Mr. Chairman, the answer to that question is that more jobs 
must be created. Higher unemployment benefits are not going to solve this 
problem. The answer is: “More jobs.” 

I haven’t time today to go into our past history and analyze the causes of our 
economie difficulties. Suffice it to say that times have changed and that our 
area needs an economic base. It is from this standpoint that I appear before you 
today, Mr. Chairman, to point out what we feel should be the role of the Federal 
Government in meeting this problem. 

First, let me say that our economic reconstruction has already begun. The 
city of Port Huron is developing a seaway, now in the last stages of construc- 
tion, which will be in full operation next spring to take advantage of the St. 
Lawrence Seaway. Our seaway puts us on the trade routes of the world. This, 
combined with the new interstate superhighway connecting us with Detroit in 
1962, will improve our positon considerably. The city of Port Huron has also 
developed a planned industrial district with complete facilities for new industry. 
The local businessmen and manufacturers have formed an industrial develop- 
ment commission, with a full-time expert in this field to attract new industry. 
This has been in operation for some time. We also have an urban redevelopment 
project which is almost completed and which has been very successful. 

There are many more activities which I haven’t the time to mention. I cite 
these to point out that we recognize the problem and that we have begun our 
economic reconstruction. 

We think the Federal Government can help in several ways: 

(1) The Federal interstate highway program should be continued and should 
not be slowed down. These highways are the transportation system of the 
future and are the basis for our economic planning in that area. 

(2) The urban redevelopment program should be continued. Physical recon- 
struction of wornout facilities is a major part of our planning. From our experi- 
ence with our current project, in which we rehabilitated a 50-acre area, we know 
that urban redevelopment projects are a sound investment. They increase both 
the productivity and the tax revenues of these rehabilitated areas. 

(3) Guided missile and space age contract should be channeled into our area. 
We have a highly skilled surplus labor force available for this work. Allocating 
defense contracts to a surplus labor area will also reduce current cash outlays for 
unemployment compensation. 

We appreciate this opportunity to testify before this special committee today, 
Mr. Chairman, because unemployment is a serious and a chronic problem in our 
area and merits the most serious consideration. We ask, therefore, that the 
Congress of the United States consider our proposals and help us at the local level 
in our task of creating new jobs through economic reconstruction. 
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Senator McNamara. And you proceed in your own way. 

Mr. Parrerson. First, may I introduce the gentleman on my right, 
Mr. Dick Riley, assistant city manager of Port Huron. And I am 
Mayor Patterson. ‘ 

Mr. Chairman, the Port Huron area is suffering from chronic unem- 
ployment. Since January 1, 1956, unemployment has been better than 
6 percent of the labor force. During 1954 and half of 1955, we were 
above 6 percent. 1958 was a particularly bad year with unemploy- 
ment reaching 14.27 percent in July which is equivalent to one out of 
every seven being unemployed. During 1959 the situation improved 
somewhat. Our latest figures for September of this year show 7.6 
percent, the lowest in some time, but still not a good situation. We 
expect that the October figures, when released, will show an increase 
in unemployment due to the effects of the steel strike. 

Unemployment figures, however, do not tell the full story. We also 
have about 2,700 of our people commuting daily to jobs in the Flint 
and Detroit areas. They travel from 100 to 140 miles daily going to 
and from their work. This has been going on for some time and sur- 
veys show that it will continue as these people intend to reside in the 
Port Huron area even though there are no jobs for them at the present 
time. 

Mr. Chairman, taking into account our 2,600 unemployed and our 
2,700. workers commuting to other cities we need in the Port Huron 
area a rockbottom minimum of 3,700 new jobs to bring our unemploy- 
ment down to the nationally recognized safe figure of 3 percent. 

The question before this committee today 1s,;What shall be done 
about unemployment? Mr. Chairman, the answer to that question 
is that more jobs must. be created... Higher unemployment. benefits 
are not going to solve this problem. The answer is more jobs. 

I haven’t time today to go into our past history and analyze the 
causes of our economic difficulties.. Suffice it is to say that times have 
changed and that our area needs an economic base. It is from this 
standpoint that I a before you today, Mr. Chairman, to point out 
what we feel should be the role of, the Federal Government in meeting 
this problem. | | 

First let me say that our economic reconstruction has already be- 
gun. The city of Port Huron is developing a seaway now in the last 
stages of construction which will be in full operation next spring to 
take advantage of the St. Lawrence Seaway. Our seaway puts us 
on the trade routes of the world. This, combined, with the new inter- 
state superhighway connecting us with Detroit in 1962 will improve 
our position considerably. The city of Port Huron has also hecslene’ 
a pane industrial district with complete facilities for new industry. 
The local businessmen and. manufacturers. have formed:an industrial 
development commission with a full-time expert in this field to at- 
tract. new industry. This has been in operation for: some time. We 
also have an urban redevelopment, project which is almost completed 
and which has been very successful. 

_There are many more activities. which I haven’t,the time to men- 
tion... I eite these to point out that we recognize the problem and that 
we have begun our economic reconstruction. et Sa. 
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We think the Federal Government can help in several ways: | 

1. The Federal Interstate Highway program should be continued 
and should not be slowed town. These highways are the transporta- 
tion system of the future and are the basis for our economic planning 
in that area. 

2. The urban redevelopment program should be continued. Physi- 
cal reconstruction of wornout facilities is a major part of our plan- 
ning. From our experience with our current project in which we re- 
habilitated a 50-acre area we know that urban redevelopment projects 
are a sound investment. ‘They increase both the productivity and the 
tax revenues of these rehabilitated areas. 

3. Guided-missile and space-age contracts should be channeled into 
our area. We have a highly skilled surplus labor force available for 
this work. Allocating defense contracts to a surplus labor area will 
also reduce current cash outlays for unemployment compensation. 

We appreciate this opportunity to testify before this special com- 
mittee today, Mr. Chairman, because unemployment is a serious and a 
chronic problem in our area and merits the most serious consideration. 
We ask therefore, that the Congress of the United States consider our 

roposals and help us at the local level in our task of creating new 
Jobs through economic reconstruction. 

Senator, may I say this, that the city of Port Huron is located at 
the headwaters of Lake Huron, and I may also add, on the beauti- 
ful river St. Clair. The a of our area up there now is ap- 
ey 110,000 people. There have been many surveys made 

y utility firms, and also surveys which we have ourselves paid for 
to determine the population growth of this area. While it is 110,000 
people now, we know through our survey that it will reach 500,000 
people conservatively by 1965. 

So therefore we feel that St. Clair County will be one of the fast- 
est growing counties in the United States in the next 10 or 15 years. 
Give us the highways to enable people to get from the Detroit area 
to Port Huron, and industry will follow. See that this urban re- 
development program in Washington is continued by all means, and 
the people of Port Huron and St, Clair County will take care of them- 
selves after that. 

Senator, it has been 4 privilege. I thank you very much. 

Senator McNamara. Thank you very much, Mayor Patterson. We 
are certainly pleased and honored to have you here. We will give 
serious consideration to your recommendations about continuing in 
Federal programs, and I assure you your testimony is very helpful 
to this committee. 

Representing the Honorable Wilbert Smith, mayor of Benton Har- 
bor, we have F’. Joseph Flaugh as our next witness. 


STATEMENT OF HON. F. JOSEPH FLAUGH, CITY COMMISSIONER, 
BENTON HARBOR, MICH. 


Senator McNamara. Do you have a prepared statement ? 


_ Mr. Frauen. Yes, sir. Mr. Chairman, I have one or two correc- 
tions or additions I would ‘like to make to these copies I am handing 
out at this time, if I may. 
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Senator McNamara. You may make them at this time as you go 
along in the record, if you like. The recorder will see that your 


statement is printed in full in the record, and if you wish to sum- 
marize, you proceed in your own manner. 


(The prepared statement of Mr. Flough follows :) 


PREPARED STATEMENT OF F’. JOSEPH FLAUGH, CITY COMMISSIONER, BENTON HARBOR, 
MIcH. 


Question 1. Is there a precise definition of unemployment? 

Answer 1. Unemployment (as is full employment) is a variable state, which is 
made up of many factors, locations, classifications, etc., and is a general term 
applied to a general condition. If it can be defined, it would seem that its gen- 
eral, or specific, connotation, would have to be defined in relation to either a 
general or a specific condition as of the time and need for definition. 

As, for example, seasonal industries, such as fruit packing, have a regular 
cycle of employment and unemployment, but many who work in these jobs want 
and seek only part-time work during a year. Thus the employees in this situa- 
tion might be technically not working and therefore unemployed, but by choice. 
Their being described as unemployed in the usual meaning of “unemployed” 
would be totally misleading. 

Question 2. Are present fact-gathering procedures adequate? 

Answer 2. There are two glaring voids in present practices; namely, (1) un- 
employment statistics should be reported by classification as to reasons for un- 
employment; (2) some method of reporting to forewarn impending unemploy- 
ment swells so that consideration could be given in advance to the planning of 
programs or projects to absorb workers as they become available. 

For instance, the peak of employment in our area showed 3,500 unemployed 
statistically, but none of the 3,500 were ready, willing, or able to acquire, or 
qualified to hold, steady positions, yet if the unemployment trend reflected 7,000 
unemployed, the real unemployed problem would be 3,500 (the increase) and not 
7,000 as reported. 

All kinds of variables are involved: Strikes, cancellations of Government con- 
tracts, seasonal production cutoffs, slumps in related employment markets, and 
many others. If unemployment statistics and reports could indicate the percent 
of the total unemployed group attributable to each trade activity and the basic 
reason for the reduction of employed, this data could be much more usable. 

Question 3. Is current and recent unemployment of national origin or is it 
only a problem for certain industries and certain geographical units? 

Answer 3. Both. National, from reduction of governmental purchases or 
programs and that which results from pyramiding of national firms reduction 
of productivity; viz: steel, autos, auto parts and suppliers, boxboard and 
shipping containers to shippers, and all related business and employment 
involved. 

Regional, where one or two basic industries dominated the employment market, 
such as: Textiles in the Northeastern States; automobiles in the Great Lakes 
area; cattle and grain in the Plains; lumber and wood products in the North- 
west, etc. 

Question 4. Is there a relationship between unemployment and— 

(a) Age. 

(b) Race. 

(c) Employment skills. 

(d@) Educational achievement. 

Answer 4. Age, race, employment skills, and educational achievement all have 
a direct relationship to unemployment. 

The very young (under 20) and the oldsters (over 60) shove unemployment 
figures up. The young, with only the usual high school education, find many 
times it is insufficient to cope with requirements for successful employment. 
The oldsters, have, as a rule, narrow work experience, and, if unemployed, find 
it difficult to relocate, employmentwise. 

Mandatory retirement practices, at increasingly earlier ages, put to waste 
large talents that could be used to advantage. 

Race, or perhaps better said would be nationality, affects our unemployment 
problem, though to what extent and in what manner is difficult to ascertain. 


47557—60—-pt. 3-34 
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Employment skills unquestionably are deeply involved in unemployment. It 
would seem there are three areas of this problem: The meager skills of the 
inexperienced, the retraining of those who find it necessary to change employ- 
ment for whatever reason, and the constant effort required of those employed 
to stay abreast of new skills required to progress and hold his job. Education, 
primary, secondary, and college and trade schools, are contributing much toward 
the betterment of this need, but for those of family responsibilities and over 
college age, continuing skill education programs should be more available. 

There seems to be a primary need for stress in the know-how of communica- 
tions to the public, the employer, the unions, and the employee as an individual. 
This to the end that reports, studies, conferences, negotiations and all employ- 
ment relations are equally understood by all. Add to this the related influences 
on employment and/or unemployment as the need for adequate industrial devel- 
opment programs, available sites, availability of all needed public utility services 
(water, sewer, gas, and electric power), zoning provisions to protect encroach- 
ment on industrial zones, correction of tax inequalities, honesty and courage 
from both management and labor, and a hundred other related items and cer- 
tainly the complexity of the entire field of unemployment deserves full study 
and exploration toward creating whatever is necessary to bring about a healthy 
climate for labor and business. 

Question 5. What economic factors are important in the incidence of unemploy- 
ment? 

Answer 5. All economic factors here important. Have no specific comments 
on relative effects. 

Question 6. What can be done to alleviate present unemployment? 

Answer 6. Don’t know. 

GENERAL COMMENTS 


Locally, employment has risen and fallen for about 2 years, with a numerical 
low point in January of 1958, with about 14 to 15 percent of the labor force 
unemployed. This condition persisted through June of 1958 when seasonal 
(agriculture) employment rose sharply. By the time this seasonal need 
was fulfilled in September of 1958, industrial and allied employment had 
picked up and the total number stayed fairly constant. By January of 1959, 
local industrial, commercial, and construction trades had forged ahead so it was 
apparent that a short labor supply was not far away. By June of 1959, when 
the agricultural employment needs began to be felt, we experienced a tight labor 
market and are still in that position—with the exception of the approximately 
3 to 5 percent who seem to be always unemployed, even in boom times, and, of 
course, those affected by the related steel strike industries. 

There seems to be no doubt that our community will grow exceedingly in the 
next 10 to 20 years. To provide the additional payrolls and employers to absorb 
future work force numbers is a real challenge—a challenge which will require 
the utmost of community study, planning, and effort, coincided with State and 
Federal efforts, if any. Emphasis on speedy completion of the Federal intra- 
state highway network will greatly assist local areas and regions to fully de- 
velop their own areas; increased air, rail, and water transportation facilities to 
regional areas will help; continued Federal and State participation in urban 
renewal for small, as well as large, cities is really necessary for continued eco- 
nomic stabilty and growth. These and many other local planning and improve- 
ment programs are all necessary. All of our people, management, labor, 
government, and citizens alike, must cooperate to mutually work out the solu- 
tions to these problems. 


Mr. Fiavuenu. Senator and gentlemen, my name is F. Joseph Flaugh, 
city commissioner from Benton Harbor, Mich., formerly mayor. 1 
consider it a pleasure to represent Mayor Wilbert Smith, who could 
not be here today, and so I will try and do the job for him. 

I have tried in the report that I have that will be filed to add to 
the questions outlined that should be considered in the letter that our 
mayor received from the Honorable Senator McCarthy. All that we 
have answered has been answered, of course, with our limitation in 
the scope of our area, which is limited. We are a small community, 
or a small city, as such. While we do have a population to look after 
much greater than is indicated by the actual Federal census, because 
of our urban problems, we are still a small community. 
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In answer to question No. 1, whether or not there is a precise defini- 
tion of employment, we feel that employment—again in our own area, 
we feel that unemployment, as is full employment, is a variable state, 
which is made up of many factors, locations, classifications, and so 
forth, and is a general term applied to a general condition. If it 
can be defined, it would seem that its general, or specific, combination 
would have to be defined in relation to either a general or a specific 
condition as of the time and need for definition. 

And I would like to submit an example, and again I refer to our 
own area: Seasonal industries, such as fruit packing, have a regular 
cycle of employment and unemployment, but many who work in 
these jobs want and seek only part-time work during the year. 

And I might add that that is all they want in a great majority of 
the cases. Thus the employees in this situation might be technically 
not working and therefore unemployed, but by choice. Their being 
described as unemployed in the usual meaning of “unemployed” 
would be totally misleading in our own present area. No doubt other 
places have that same thing, but in the agricultural area in which we 
are located—it is the third richest county in the United States agri- 
culturally, we have the largest to buyer fruit market in the world— 
that is the way it is. 

And in question No. 2, are present fact-gathering procedures ade- 
quate, I am going into a little detail on these two points, because I 
feel that they are tremendously important, at least to us. We feel 
that there are two glaring voids in present practices, namely, one, 
unemployment statistics should be reported by classification as to 
reason for unemployment; two, some method of reporting to fore- 
warn impending unemployment swells so that consideration could be 
given in advance to the planning of programs or projects to absorb 
workers as they become available. 

For instance, in this case, the peak of employment in our area 
showed 3,500 unemployed statistically, but none of the 3,500 were 
ready, willing, or able to acquire, or qualified to hold steady positions, 
yet if the unemployment trend reflected 7,000 unemployed, the real 
unemployed problem would be 3,500 and not 7,000 as reported. 

Mr. Chairman, if I am going too much in detail I would be happy 
- = it down just a little here. I do not have too much more to 

There are many variables involved, such as strikes, cancellations of 
Government contracts, seasonal production cutoffs, slumps in related 
aneyeek markets, and many others. If unemployment statistics 
and reports could indicate the percent of the total unemployed group 
attributable to each State activity and the basic reason for the reduc- 
tion of employed, this State could be much more usable. 

Question No. 3: Is current and recent unemployment of national 
origin or is it only a problem for certain industries and certain geo- 
graphical units? We feel that it is both. We feel that it is national 
from reduction of governmental purchases or programs and that 
which results from pyramiding of national firms’ reduction of pro- 
ductivity, such as steel, autos, auto parts and suppliers, box board 
and shipping containers to shippers, and all related business and em- 
payee involved. And we feel that it is regional where one or two 

asic industries dominate the employment market, such as textiles in 
the Northeastern States; automobiles in the Great Lakes area; cattle 
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and grain in the Plains; lumber and wood products in the North- 
west; and so forth. 

And then question 4: Is there a relation between unemployment and 
age, race, employment skills, educational achievement? We feel that 
in the age brackets there are some very young, under 20, and, shall 
we say, some oldsters over 50, who shove unemployment figures up. 
The young with only the usual high school education find many times 
it is insufficient to cope with requirements for commercial employ- 
ment. The oldsters have, as a rule, narrow work experience, and if 
unemployed find it difficult to relocate employmentwise. And manda- 
tory retirement practices, at increasingly earlier ages, put to waste 
large talents that could be used to advantage. 

n the subject of race—and I think it is perhaps better in our area— 
we could only refer to it from the standpoint of nationality, and 
actually we are not affected by that in our area, so to what extent it 
affects us is rather difficult to estimate. I may say that even in our 
municipal employment our police and fire departments are integrated, 
and when we refer to nationals we refer to those particular nationals 
that may be better fitted to handle certain types of products and busi- 
ness and employment. 

I think on the employment skills that they are unequestionably 
deeply involved in unemployment. It would seem that there are 
three areas of this problem, and I think they are tremendously im- 
portant: The meager skills of the inexperienced, the restraining of 
those who find it necessary to change employment for whatever rea- 
son, and a constant effort required of those employment to stay abreast 
of new skills required to progress and hold their jobs. 

Now education, primary, secondary, and college and trade schools, 
are contributing much toward the betterment of this need, but for 
those of family responsibilities and over college age, continuing skill 
education programs should be more available. 

And there seems to be a primary need for stress in the know-how of 
communications to the public, the employer, the unions, and the em- 
ployee as an individual. This is to the end that reports, studies, con- 
ferences, negotiations, and all employment relations are equally under- 
stood by all. Add to this the related influences on employment and/or 
unemployment, such as the need for adequate industrial development 
programs, available sites, availability of all needed public utility 
services (water, sewer, gas, and elctric power), zoning provisions to 
protect encroachment on industrial zones, correction of tax inequali- 
ties, honesty and courage from both management and labor, and a 
hundred other related items, and certainly the complexity of the 
entire field of unemployment deserves full study and exploration 
toward creating whatever is necesary to bring about a healthy climate 
for labor and business. 

Well, on economic factors and the incidence of employment, cer- 
tainly we feel taht all economic factors are important. We don’t have 
any specific comments on the relative effects, at least at this time. 

What can be done to alleviate present unemployment, I just can’t 
say at this time, because, contrary to some of our past history, we don’t 
have that particular problem. 

And in my closing remarks I would like to bring that point out. 
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Locally, employment has risen and fallen for about 2 years, with a 
numerical low point in January of 1958, with about 14 to 15 percent 
of the labor force unemployed. This conditin persisted thrugh June 
of 1958, when seasonal icultural) employment rose sharply. By 
the time this seasonal sialon fulfilled in September of 1958, indus- 
trial and allied equipment had picked up, and the total number stayed 
fairly constant. By January of 1959 local industrial, commercial, and 
construction trades had forged ahead, so it was apparent that a short 
labor supply was not far away. By June of 1959, when the agricul- 
tural employment needs began to be felt, we experienced a tight labor 
market, and are still in that position—with the exception of approxi- 
mately 3 to 5 percent who seem to be always unemployed, even in boom 
times, and of course those affected by the related steel strike industry. 

There seems to be no doubt that our community will grow ae 
ingly in the next 10 to 20 years. To provide the additional payrolls 
and employers to absorb future work force numbers is a real challenge, 
a challenge which will require the utmost of community study, plan- 
ning, and effort, coinciding with State and Federal efforts if any. 
Efforts on the speedy completion of the Federal Intrastate Highway 
network will greatly assist local areas and regions to fully develop 
their own areas. Continued Federal and State participation in urban 
renewal for small as well as large cities is really necessary for con- 
tinued economic stability and growth. These and many other local 
planning and improvement programs are all necessary. All of our 
people, management, labor, government, and citizens alike, must co- 
operate to mutually work out the solutions to these problems. 

Mr. Chairman, I thank you for listening to that rather tedious 
statement. But I believe it reflects the picture of our local area. And 
I will be happy to try and answer any questions that you may have. 

Senator McNamara. Thank you, Mr. Flaugh. am sure that 
your statement is quite complete. I don’t have any particular ques- 
tion. I would say to you that there are not many areas in the State 
where we have such an optimistic report as you did while you reported 
little or no unemployment. 

Mr. Fiaven. Mr. Chairman, I would like, if I may, to just add a 
comment to that. This has been brought about—it just isn’t a coinci- 
dence. We have been working on a program for a good many years in 
getting industry in, and we have had enough new industry to come into 
our immediate and adjacent area to absorb the labor force. And we 
have new industry coming in, we have had some added recently. Con- 
tinental Can Co. came in there and spent a considerable sum of mone 
to develop a new plant. And we are getting more industries. And 
am sure that with air service we are going to get still more. And I 
think we have been rather fortunate. And our foundries, we have 
quite a few foundries, as you well know, they are working full time 
forthe most part. Weare very fortunate. 

Senator ieicicsas. Thank you very much. We are glad to have 


your testimony in the record, and you can be sure we will give it every 
consideration. 


Mr. Fiaveu. Thank you, sir. 


Senator McNamara. Now, we got the Honorable Milton Knabusch, 
nayor of Monroe. 
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STATEMENT OF HON. MILTON J. H. KNABUSCH, MAYOR OF THE 
CITY OF MONROE, MICH. 


Senator McNamara. We would like to hear from you at this time. 
You seem to have a prepared statement. Therecorder hasacopy. It 
will be printed in the record in full at this point. You may summarize 
it or proceed in your own manner. 

(The prepared statement of Mayor Knabusch follows :) 


PREPARED STATEMENT OF Miuton J. H. KNasuscH, MAyor, MonrRoE, MICH. 


On behalf of the city of Monroe, its surrounding area, and the residents of this 
area, may I first thank you for your invitation to present to your committee our 
point of view relative to conditions of unemployment as we see them on the local 
scene. 

The city of Monroe and Monroe County have suffered for the past 3 years from 
unemployment, and we feel that there are varying reasons for this, as well as 
possible solutions to the problem. 


ECONOMIC FACTORS 


The city of Monroe and Monroe County have been greatly influenced by the 
wage patterns established in the Detroit metropolitan area which is close by. 
Basically, the wage pattern as it exists at the present time is relatively high, 
arising from the nature of industry which exists in Detroit. The result of this 
high wage pattern has the tendency of keeping Monroe at a level of wage which 
makes it extremely difficult to attract industry which is not allied to the auto 
motive industry and similar heavy manufacturing processes. 

It is especially difficult for smaller industries which process or manufacture 
light durable goods or nondurable goods to compete with others in the same field 
who are not subject to the wage patterns as established in our area. 

As a consequence of this factor our ability to attract new industry is subject 
to this limitation, and for the most part we find that we are most attractive to 
the type of industry which supplies the automotive manufacturer or heavy 
industry similar to the automotive industry. As you can visualize, this has the 
effect of compounding our difficulties and particularly from the point of view of 
seeking diversification of industry so as to avoid the general ups and downs of 
automotive manufacturing and the seasonal type of manufacturing which has 
been historically a part of the automotive business. 

The city of Monroe basically relies primarily upon the paper and the automo 
tive industries for the bulk of its employment. As the population pattern has 
expanded and spread throughout the country, there has been a general decen- 
tralization of the automotive industry which we believe has limited opportunities 
to grow in this particular field. This same population pattern has also affected 
our paper-producing industries and, in addition thereto, freight rates are a very 
important factor in the shipping of finished paper products. This has required 
some of our local paper producers to establish branch plants or branch opera- 
tions some distance from the city of Monroe with the inevitable movement 0 
machinery to these areas which, of course, deprives some of our local residents 
of employment opportunities. Automation has in some instances deprived 0 
area of employment opportunities, but it would appear that is not as importanf 
a factor as the wage pattern, the changing population pattern, and the freight 
rates which are important to our paper industry. 

Transportation requirements, Government procurement programs, and interg, 
national trade competition have not had any appreciable effect upon the employ 
ment problem in this particular area. 


PERSONAL FACTORS 


We do not find that the problem of race is a significant factor in this area i 
relation to unemployment. Age becomes a significant factor to the extent th: 
any older person becoming unemployed finds it most difficult to obtain employ 
ment if he is in excess of 40 years of age and particularly so where his physic 
skill or mental achievement is limited. Both the problem of employment ski 
and previous educational achievement is important for any wage earner al 
this is particularly so where automation requires greater skill and greater ed! 
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cational background than many of the unemployed persons have. It is to be 
noted in this respect that our public school system does offer available methods 
of instruction, either practical or applied, which offer to this type of person a 
reasonable and adequate opportunity to improve his position in the labor market. 
In many instances these opportunities are taken advantage of but in other in- 
stances the unemployed shows a lack of interest or a lack of desire to better 
himself. In this regard we would recommend that the Federal Government 
involve themselves to provide a retraining program for the unemployed. 

Now, what can be done to relieve unemployment? 

The present system of governmental aid to the unemployed either through 
unemployment benefits or welfare assistance certainly is helpful in solving the 
social implications of unemployment. However, these programs do not directly 
or even indirectly attack the basic cause of unemployment distress, and for that 
reason I view them not as a cure to unemployment but as an aid to the tem- 
porary dislocation and hardship which unemployment often causes. 

The Federal Government has recently shown a greater interest in helping 
smaller industries financially by making available to them loans which are help- 
ful for expansion or meeting current operating difficulties. It is my belief that 
this program should be continued and if possible expanded as an encouragement 
to our growing economy. 

At the present time the port of Monroe is receiving direct Government assist- 
ance in the redredging of our channel to Lake Erie, which we believe is a proper 
method of assisting this area to have the opportunity of taking advantage of the 
new St. Lawrence Seaway. This form of assistance has met with general 
approval in the Monroe area and it is our belief that it will be an important 
factor in encouraging new industries to locate in the Monroe area and also is 
more apt to encourage our local industries to consider the possibilities of local 
expansion in order to take care of any demands for their products which will 
arise by the opening of the St. Lawrence Seaway. 

Although very thankful for the present Federal dredging aid, we strongly urge 
that the Federal Government proceed immediately to further deepen our channel 
to 27 feet from its present project depth of 21 feet. Full seaway potential 
requires, the 27-foot depth. The port of Monroe has available at reasonable 
prices 600 acres of industrial land, well situated and now available. In addition, 
private owners have available 1,000 acres at the port. This industrial land is 
well. served with utilities and transportation. We have the last industrial 
frontier in.southeastern Michigan. Our citizens have made sizable invest- 
ments in these lands and are willing to make further investments. Mon- 
roe doesn’t have its hands out for aid without an expectation of sharing in the 
expense. . All we require is dredging which will give us the maximum potential 
use of the.port of Monroe. From that point on our local ingenuity will make our 
port a success. ; 

The city of Monroe has consistently implemented the governmental assistance 
received at the port of Monroe by the acquisition and improvement of industrial 
sites, and it is our feeling that our local taxpayers are most willing to cooperate 
with any other governmental agency for the purpose of putting our port potential 
to its maximum use. 

We have noted some hesitancy on the part of industries to locate within the 
State of Michigan. The status of State finances is at the present time in a 
qaery unsettled condition. Until such time as industries can feel some assurance 
of the tax pattern with which they will be obligated to deal, it is our feeling that 
this will continue to be a deterrent throughout the State of Michigan as well 
as to our local area. 

Is there a more effective way to prevent future unemployment? 

So far as our local conditions are concerned, we feel that one of the most 
important factors to consider is a diversification of industry which is not so 
freatly dependent upon the automotive business or the paper-producing business. 
Such diversification will help to eliminate the seasonable aspects of the auto- 
motive industry and will help to counteract the movement of these industries 
0 the new population areas or the movement of these industries to avail them- 
elves of more reasonable freight costs. 

As pointed out above, it is our feeling that financial assistance to small 
usiness should be continued and that cooperation through the Federal Govern- 
ment in the form of our local dredging project should be continued. 

We further sense a prevailing attitude, even among our own people, that a 
tnsible and long-range solution to our State financial problems will serve as a 
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great encouragement to the retention of the industries now present in our area in 
and the attraction of new industries which we so badly need. re 
We further believe that as an encouragement to new industry the State legis- or 
lature should pass general enabling legislation granting all local governmental in 
units the right to acquire real property for the purpose of industrial develop- de 
ment. Immediate availability of industrial sites for smaller industries which 
would allow diversification could be a tremendous help to our needs. A 
In addition, the smaller and new industry oftentimes needs temporary tax op 
relief. We recommend that our State legislature pass general enabling legisla- to! 
tion granting temporary relief to these industries. If temporary tax relief could fri 
be allowed on the general real property and personal property tax for only a 
period of 3 or 4 years, we feel certain that a great step will have been taken ' 
directed toward our need for diversification and industry other than automotive 1S 
or paper. Such legislation should vest this discretionary power in the local CO: 
government for their consideration on an individual need basis. un 
Mr. Kwasuscn. Thank you, Mr. Chairman. As you say, the copies § ex 
have been distributed. or 
On behalf of the city of Monroe—and, I might say, Monroe is 
located about 40 miles south of Detroit. It is a small, historical city J ac 
on Lake Erie, Michigan’s only port on Lake Erie, I might say. We § so 
are indebted for this invitation, and I want to thank you for the § ba 
opportunity to present our point of view relative to conditions of § no 
unemployment as we see them on the local scene. me¢ 
The city of Monroe and Monroe County have suffered for the past § ty, 
3 years from unemployment, and we feel that there are varying rea- J po 
sons for this as well as possible solutions to the problem. ar 
We have been in the critica] labor surplus category since early in § a] 
1956. Decentralization—automation has surely n part of that § we 
particular cause. sel 
Some of the other economic factors involved in the seg are | 
the facts we feel that our city and Monroe County have been greatly 
influenced by the patterns established in the metropolitan area whichis § thi 
so close by. Basically the wage pattern as it exists at the present time § ful 
is relatively high, arising from the nature of the industry which § th 
exists in Detroit. A result of this highway pattern has been the J ca 
tendency to keep Monroe at a level of wages which makes it extremely J as 
difficult to attract industry which is not allied to the automotive in-@ loc 
dustry and similar heavy manufacturing processes. f 
It is especially difficult for smaller industries which process or@ hel 
manufacture light durable goods or nondurable goods to compete loa 
with others in the same field who are not subject to the wage patterns@ dif 
as established in our area. anc 
Asa ery i of this factor our ability to attract new industry eco 
is subject to this limitation, and for the most part we find that we are ] 
most attractive to the type of industry which supplies the automotive] era 
manufacturer or heavy industry similar to the automotive industry.@ son 
As you can visualize, this has the effect of compounding our difficultie in| 
and particularly from the point of view of seeking diversification ol pyr 
industry so as to avoid the general ups and downs of automotiva an¢ 
manufacturing and the seasonal type of manufacturing which has been oft 
historically a part of the automotive business. thi 
The city of Monroe basically relies primarily upon the paper ang§ yo 
the automotive industries for the bulk of its employment. As th@ pr, 
population pattern has expanded and spread throughout the country i 
there has been a general decentraliaztion of the automotive industr¥ me 









which we believe has limited opportunities to grow in this particula 
field. This same population pattern has also affected our paper pro 
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ducing industries and, in addition thereto, freight rates are a very 
important factor in the shipping of finished paper products. This has 
required some of our local paper producers to establish branch plants 
or branch operations some distance from the city of Monroe with the 
inevitable movement of machinery to these areas which, of course, 
deprives some of our local residents of employment opportunities. 
Automation has in some instances deprived our area of employment 
opportunities but it would appear that this is not as important a fac- 
tor as the wage pattern, the changing population pattern, and the 
freight rates which are important to our paper industry. 

As to the personal factors, we do not find that the problem of race 
is a Significant factor in its relation to unemployment. Age does be- 
come a significant factor to the extent that any older person becoming 
unemployed finds it most difficult to obtain employment if he is in 
excess of 40 years of age, and particularly so where his physical skill 
or mental achievement is limited. 

Both the problem of employment skill and previous educational 
achievement is important for any wage earner and this is particularly 
so where automation requires greater skill, and greater educational 
background than many of the unemployed persons have. It is to be 
noted in this respect that our public school system does offer available 
methods of instruction, either practical or applied, which offer to this 
type of person a reasonable and adequate opportunity to improve his 
position in the labor market. In many instances these opportunities 
are taken advantage of but in other instances the unemployed shows 
a lack of interest or a lack of desire to better himself. In this regard 
we would recommend that the Federal Government involve them- 
selves to provide a retraining program for the unemployed. 

Now what can be done to relieve unemployment ? 

The present system of governmental aid to the unemployed either 
through unemployment benefits or welfare assistance certainly is help- 
ful in solving the social implications of unemployment. However, 
these programs do not directly or even indirectly attack the basic 
cause of unemployment distress and for that reason I view them only 
as a cure for unemployment, but not as an aid to the temporary dis- 
location and hardship which unemployment often causes. 

The Federal Government has recently shown a greater interest in 
helping smaller industries financially by making available to them 
loans which are helpful for expansion or meeting current operating 
difficulties. It is my belief that this program should be continued 
and if possible expanded as an encouragement to our growing 
economy. 

In this regard, since we have been extremely active in the past sev- 
eral years in trying to help some of our wavering small industries and 
some new industries that want to relocate, I believe that here is an area 
in which the Federal Government can assist greatly in developing a 
program to further encourage the small businessman who has an idea 
and he wishes to put that idea into action with some funds. Very 
often some of our banking institutions are quite conservative, and we 
think that through the governmental assistance such as you have in 
your Small Business Administration we might help the unemployment 
oroblem. 

; At the present time the port of Monroe is receiving direct Govern- 
ment assistance in the redredging of our channel to Lake Erie, which 
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we believe is a proper method of assisting this area to have the op- 
portunity of taking advantage of the new St. Lawrence Seaway. 
This form of assistance has met with general approval in the Monroe 
area and it is our belief that it will be an important factor in en- 
couraging new industries to locate in the Monroe area and also is more 
apt to encourage our local industries to consider the possibilities of 
local expansion in order to take care of any demands for their prod- 
ucts which will arise by the opening of the St. Lawrence Seaway. 

Although very thankful for the present Federal dredging aid, we 
strongly urge that the Federal Government proceed immediately— 
I know, by the way, Mr. Chairman, that this is not the proper com- 
mittee to which to mention this at this time, but we feel that if the 
Federal Government were to further deepen our channel to 27 feet 
from its present depth of 21 feet, it would be helpful. Full seaway 
potential requires the 27-foot depth. The port of Monroe has avail- 
able at reasonable prices, 600 acres of industrial land, well situated 
and now available. In addition, private owners have available 1,000 
acres. This industrial land is well served with utilities and trans- 
portation. And when I refer to “utilities,” I include them all, plenty 
of water from the city of Monroe, sewer facilities, gas, and the works. 
We have the last industrial frontier in southeastern Michigan. Our 
citizens have made sizable investments in these lands and are willing 
to make further investments. Monroe doesn’t have its hands out for 
aid without an expectation of sharing in the expense. All we require 
is dredging, which will give us the maximum potential use of the 
port of Monroe. From that point on our local ingenuity will make 
our port a success. 

In this regard I might mention that our local port district has had 
a taxing power and has levied a tax to the citizens of Monroe for many 
years, and they have bought and paid for those 600 acres of industrial 
property, and are willing to expend more to improve our port fa- 
cilities. 

I might say further, the city of Monroe has consistently imple- 
mented the governmental assistance received at the port of Monroe 
by the acquisition and improvement of industrial sites and it is our 
feeling that our local taxpayers are most willing to cooperate with 
any other governmental agency for the purpose of putting our port 
potential to its maximum use. 

I have listed here in the report an observation which has affected 
us, somewhat, I think, which I am sure your committee has no par- 
ticular concern over, because it is actually a State of Michigan prob- 
lem. But I might mention that there are three recommendations— 
and I will just throw them out—and we are going to pursue them 
further with the State. I throw them out because it might have some 
small effect upon the thinking of this committee. 

We feel that there is a prevailing attitude among our own people 
that a sensible and long-range solution to our State financial prob- 
lems will serve as a great encouragement to the retention of the indus- 
try now present in our area, and the attraction of new industries which 
we so badly need. 

We further believe that in encouragement of new industry the’State 
legislature should pass general enabling legislation granting all local 
governmental units the right to acquire real property for the purpose 
of industrial development. Immediate availability of industrial sites 
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for smaller industries which would allow diversification could be a 
tremendous help to our needs. 

That has come up many times in the past in the Monroe area, and 
it would be very helpful to us if we had a State-enabling legislation 
to enable our governing body to acquire some of this property and to 
assist in this development. 

In addition, the smaller and newer industries often need tem- 

orary tax relief. And we are going to recommend to our State legis- 
ature that they pass general enabling legislation granting temporary 
relief to these new industries. If temporary tax relief could be 
allowed on the general real property and personal property tax for 
only a period of 3 or 4 years, we feel certain that a great step will have 
been taken directed toward our need for diversification and industry 
other than automotive or paper. Such legislation should vest this 
discretionary power in the local government for their consideration 
on an individual need basis. 

In summary, two main "ie as far as your committee is concerned. 
We feel that the financial assistance to small business should be con- 
tinued, and that cooperation through the Federal Government in the 
form of our local dredging product should be continued. 

Thank you very much, Mr. Chairman, for the invitation. We hope 
that your committee is successful in helping this ever critical problem 
all over the country. 

Senator McNamara. Thank you, Mayor Knabusch. We certainly 
appreciate your attendance here today and your presentation of this 
picture of your situation in your area. 5 

As I say, some of these recommendations refer to the State legisla- 
ture, but you do express your opinion on certain Federal projects and 


give your recommendations. And your statement goeestly will be 


given every consideration, you can be sure of that. Thanks again for 


being with us. 
Mr. Pat Quinn, local 3. 


STATEMENT OF PAT QUINN, PRESIDENT, LOCAL NO. 3, 
HAMTRAMCK, MICH. 


Senator McNamara. We will be glad to hear from you, sir. You 
have already given us copies of your statement and it will be printed 
in full at this point, and I will ask you to proceed in your manner. 

(The prepared statement of Mr. Quinn follows :) 


PREPARED STATEMENT OF PAT QUINN 
WIRE ROOM 


The history of the wire room at the Dodge main plant was a long one and a 
profitable one for nearly 30 years. Women workers were well adapted for the 
fast detailed work involved in the makeup and assembling of wires for Chrysler 
cars, Army tanks and trucks. 

At one time, Dodge management employed over 1,100 women in this depart- 
ment on wire assembly, on braiding machines, small terminal presses, dip 
soldering, assembling sockets and bells with small washers and springs, etc. 

Thousands of small parts were used in the makeup of wire harnesses such as 
connectors, rubber insulators, clips, sleeves, contacts, flag terminals, forked 
terminals, etc. More than 100 operations were required on wires for the com- 
plete line of Chrysler cars and trucks, such as taping, splicing, cutting, stripping, 
and welding. 
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Many of these parts were no bigger than your fingernail and women’s hands, 
smaller and faster than men’s, were well suited to this type of work. Over 95 
percent of the employees in this department were women, with a total of 800 to 
1,100 women, depending on the schedule. 

Over 100 of these women had worked in this department for 25 years or more. 
Over 300 of these women had greater than 20 years’ seniority. Fifteen of these 
women were 60 years of age or over. More than 100 were older than 50 years 
of age. 

By May of 1957, there were less than 400 of the oldtimers left in the depart- 
ment. By May of 1958, there was no one, the department had been completely 
wiped out, decentralized and eliminated. In fact, May 16, 1958, was the last 
day after 30 years—that day, tears were streaming down the faces of women 
who had never worked anywhere else in their lives. They had come in as young 
girls and grown old in the department. They had transfer rights but they were 
sick with fear that they wouldn’t be able to handle the final line after years of 
detailed work in the wire room. 

Over 800 women had to be placed throughout the plant. Many had to go to the 
final line. It was not an easy thing to see women with 25 and 30 years’ seniority 
transferred to final assembly. Some of the older women quit. For many of them 
it was physically impossible to adapt to heavy linework after 20 years in the 
wire room. 

Many of the were cleared out of the plant. Some of the older women with 
PQX codes (disability codes) were not placed over 2 years and some of them 
are not placed to this day. 

Women who had been job setters for years in the wire room are now sweeping 
floors. Many older seniority women waited weeks and months to be placed on 
jobs that were suitable for their age and sex. 

Some of the women suffered nervous breakdowns through the agony of trying 
to hang on to their seniority and adapt to heavy linework. Many of them were 
widows and had no other means of support. 

They were caught in the terrible dilemma of being too old for linework after 
years in the wire room but not old enough to retire. 

These are some of the tragic results of decentralization, especially as it affects 
older seniority employees. 

BODY SHOP 


It cannot happen in our department. It can never be automated. But one 
morning I was advised that 76 metal shop, where I had worked since 1935, was 
to be automated. Before automation was introduced in the building of bodies 
for automobiles, through the improvement of machines, welding equipment 
changes of methods and various other manners of having equipment to supposed- 
ly do the work of man in the body shop of the Dodge main plant, the figures 
I quote are not precise, but to the best of my knowledge are correct at a given 
time of the year. 

On the 1955 model, the body shop was building about 1,800 units per day with 
approximately 3,150 employees. At this time we built the bodies on a bullring 
with stationary fixtures on a base truck. This meant that all parts were trucked 
or conveyed into one area and all major parts were fitted before being installed 
by hoist into the base fixture of welding. All small parts were then fitted and 
welded on the bullring. After completion, the bodies were hoisted onto another 
conveyor for rewelding after which they were hoisted onto trucks and sent to the 
are and gas welding lines. After completion they were again hoisted and 
dropped to the metal finish lines on the next floor. 

The manpower per body at this time figured at 1%; men per body. The 1956 
model was built in a like manner except production was around 1,400 units per 
day using 2,450 employees which amounted to about the same ratio of man- 
power per body. 

When we started the 1957 model, automation was introduced in the form of a 
gate line, which means the side assemblies are built into a side gate and moved 
by conveyor to a base truck where the assembly is completed and welded. The 
side gates are then taken off and sent back for another side gate assembly, this 
is all on a moving line. 

Production at this time was around 1,600 units per day with approximately 
850 employees or almost 2 bodies per man. The manpower figures were high 
due to the newness of the gate line system. Through changes in equipment and 
fixtures, time studies, etc., our manpower on the 1958 model dropped to about 


781 employees building 600 units per day or a little better than 1.3 bodies per 
man. 


nons 
mod 
men 
less. 
Ne 
soon 
In 
jobs 


Th 
divis 


























































UNEMPLOYMENT PROBLEMS 1305 


At the present time through still more automation by grinding solder and 
other changes, we are building 1,450 bodies per day with 1,546 employees or 1.7 
bodies per man. 

It must be pointed out that at the present time we are working two full 
shifts which accounts for the added manpower, we are also doing a great many 
nonstandard operations which accounts for the added manpower over the 1958: 
models also. There is no doubt that as soon as parts fit and the proper equip- 
ment is installed, the ratio of manpower per body will be one man per body or 
less. This is the effects of automation. 

Nonstandard operations are operations not forseen by engineering and are 
soon eliminated, thereby reducing manpower. 

In 1953, 2,000 bodies were built and the manpower was 3,800. If these same 
jobs were turned out today, it would require the manpower of 2,000. 











FOUNDRY DIVISION 


The first part of 1951 there were approximately 2,200 employees in the foundry 
division. 
Department 82, core room : 980 employees. 
Department 84, foundry : 1,170 employees. 
Department 19C, material handlers; jitney drivers: 100 employees. 
Castings produced by these employees : 
(1) Dodge cylinder block. 
(2) Flywheels. 
(3) Transmission cases. 
(4) Clutch plates. 
(5) Clutch housings. 

In 1955 Transmission.Case was transferred to American Foundry and 472% 
employees lost their jobs. 

In 1952, flywheels, clutch housings and plates were transferred to Ferro Foun- 
dry & Machine Co. and 150 employees lost their jobs. 

In the year 1953 the 6-cylinder block for the Dodge and DeSoto was changed 
to a V-8 block. This block was started in the Dodge Foundry and was pro- 
duced until the year of 1957, when it was transferred to the American Foundry. 
In its place American Foundry shipped back the old 6-cylinder block. 

In 1959 the old 6-cylinder blocks became obsolete and this new 6-cylinder 
block took its place. This is where automation took hold and eliminated a lot 
of manpower. 

In 1951 it took 232 employees in department 82, core room, to produce 110 sets 
of assembled cores per hour to be shipped to department 84, foundry, to cast 110 
t-eylinder blocks per hour. 

In 1959 it takes 110 employees in department 82, core room, to produce 126 


ts ef assembled cores per hour to be shipped to department 84, foundry, to 
cast 126 new 6-eylinder blocks. 















































Production 
(sets) 





Manpower 


The big difference in manpower and production is primarily due to automa- 
ion, mainly automatic blow machines. 
In April 1958 Dodge Foundry started to build a V-8 cylinder block that was 
sed in the Chrysler cars and some Dodge trucks. 

January 30, 1959, this job was transferred to American Foundry and 428 
mployees lost their jobs. 

Employees from the foundry division who were placed in Dodge main plant, 
nder section 82, of the national agreement: 











SUTIN OR) GREG, BONOTIGED TP OUMOET 6 oon ono ok ce cece ee cea 
yunder, V8 Block; Ameriean POUnOI sn sccniincociiccncnensenniensnamnc 428 
Sh AIG UII SM» ge aceite cca cc esa canine garish 150 


Did not come under contract provisions on job eliminations or job transfer. 
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Sample of manpower elimination due to automation, 6-cylinder block 


Produc- 
Coremaking Machines} Men = per 
our 


Blow C. C. cores (old) 
Automatic machines: 
Blow C. C. cores (new) 
Blow main jackets (old) 
Blow center jackets 
Blow lower jackets. 
Blow upper and lower jackets (new) 


Note.—On old block it took 3 jackets to make water jacket. On new block it takes 2 jackets to make 
water jacket. 


Automation data 

Present operation Old operation 
Automatic cope shakeout 4 employees worked on operation. 
Machine cylinder blocks 4 hours work. 
1 employee service machine 4 hours off. 
Automatic sand slinger cope___.__....... -. Hand slinger operation. 
1 operator 3 operators. 
Drag automatic sand slinger Hand slinger. 
1 operator 3 operators. 
Drag shakeout Drag shakeout. 
Complete automatic cylinder blocks 3 operators. 
Hang cylinder blocks Hang cylinder blocks. 
& pperabore...s sedis sialic 7 employees. 
HOG ColURGGr DADE nc nencncicwnnninn --. Hang cylinder heads. 
DORON a ist ict etebitainciinnie 6 employees. 


Old system of production 


Shakeout unhook 
Knock scrap 
Unhook at vibrator. 
Index operator 
Jobsetter 

Grinder 


Brennell operator. 
a gece enna na oescranin nie node pemian inten ogc eta mnsasse ge aneeeg dgael pais eicngae cai 
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Old system of production 


Unhook vibrate hook on next line 











ae I IN as cesses i eeretas eee er ohh atererennenenusminenen 2 
Ot NN ik i cts corel eciencen esto tered reas einen cence ent mnegihnamenieeoenpeinin 3 
' Ganeok and place on cleating Hue... neni conn cewne 10 
a iit cea cli cr nae dacs aepsaa 12 
Bows Carner, WiOwOut TOGE Wile HEUER... <6 oc een eemene 2 
Be IN ccctaccitrveis arses esate vt el odicahn a can ates ener teres eset ieradinctoaetererennseurennransaiares 2 








NN enc ble ce sane i sc we ea ici etched ik na 2 
I gc ch gh ca cat asco re se te uel ik ei ince rina licen ieee 4 
TUG) (ONIN. nae cette ccenied ncaa ae ewan new enowammurminesenmnee 















Clean room setup 





Unhook block into index 






Operate index jobsetter.....____.__.__. 5. noo owes s 
nites DIGGERS (0) QUNGT MOGs a. pe den deen ek ee eee weeenenes 1 
SS PO SEER, ON SOR a icici tis cies ttn satcigitvaeh read entiiaey 1 
OnONGS MADRS: INO) Bass paces cc miesee chncineie sti Geeta Gaseetbeeninees 1 
CRINNOr INGIGGING LOUCl a. — 35s Ga et reine 9 
ON IN aa ssc asec noe decade ceeiivo iene Gace jomelinia tke SAN Geepllnh eed aliebebiiaeiarciannanaentaabiaairatind 1 
Load block and clean 5 








Clean room setup 


TRANSMISSION DIVISION 







This is intended to point out the hardships and suffering caused to workers 
and families when a plant or part of a plant is moved to another section of the 
country, particularly when management steadfastly refuses to put in the con- 
tract any safeguards to protect its workers. 
This is a brief story as to what happened to the workers and families of De- 
partment 107 Transmission of the Dodge main plant of the Chrysler Corp. 
Department 107 was one of the original departments in the Dodge plant and 
normally employed upward of 3,000 workers. For the most part these workers 
vere workers who, at the time the department was closed, were hired as young 
nen and spent most of their working years in this department. The seniority 
list will show. seniority dates beginning with 1912. 
As early as February 1952, it was rumored that a new plant was being built 
in Indianapolis for the purpose of building transmissions. The union at that 
time sent a committee to Indianapolis to check this rumor. Their findings were 
that a new plant was being built. 
In June of 1953 the union was advised that the semiautomatic transmission 
that was being built in Dodge was no longer in demand and that a new fully 
iutomatic would be built in Indianapolis and a progressive layoff of workers 
gan, and by December 1953 all but a handful of workers were laid off. 
All this time management was insisting that a new transmission would be 
nought into the Dodge plant and to quote the plant manager at that time, Mr. 
Patterson: “the department would be bigger and better than ever before * * *.” 
nd as if to prove this statement, new machines were arriving daily for the pro- 
luction of this supposedly new transmission. 
In January 1954 all work was ordered stopped, the company advised the union 
lat because of the sales situation that it was necessary to retrench but when 
tles picked up the program would start again and the workers recalled. How- 
er, this never happened. 
Because of the steady refusal of management to include any protective clauses 
ithe contract concerning matters of this kind, workers who had worked for 
bodge for as long as 35 years were permitted to remain unemployed for 8 to 14 
tonths while other workers with little service time were at work. 
Finally, after many bargaining sessions, a formula was reached to place these 
orkers in other parts of the plant. Many, as was stated, were 60 or more years 
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of age and the jobs they were given on the high speed production lines was just 
too much. Many suffered injuries and illness and were forced to quit or take 
early retirement. Many, during this long layoff, lost their homes, cars, and fur- 
niture, as well as their health. 

Although upward of 2,000 men and women were placed in the plant, employ- 
mentwise, nothing was gained, as 2,000 men and women with lesser seniority 
were laid off. 

Companies should be forced to step up to their responsibilities to their em- 
ployees when making moves as the one outlined above. 


History OF THE DEFUNCT MACHINE SHOP 


1937 TO 1952 
Program of 6-cylinder motors 


Sheets attached as exhibit A to show production and needed manpower to 
produce prior to automation. Machines were of the single splindle, single sta- 
tion variety. In the majority of operations, one man operated one machine. 
This was prevalent throughout the machining division. 


1952 TO 1958 
Advent of automation 


Institution of the V-8 program: Latest form of transfermatic machinery in- 
stalled. Tunnel broaches up to 154 feet in length. Prior to this modern equip- 
ment, stock was milled, drilled, reamed, tapped, bored, ground, and chamfered 
on an individual basis. With this modern equipment, one man loaded the stock 
at a control panel, pushed the button, and the machine performed. Milling be- 
came obsolete in this period and broaching was inaugurated. 

The transfermatic machines had up to 22 stations and more. On these, drill- 
ing, tapping, chamfering, boring, reaming, stock turned to position automatically 
plus other operations were performed with three or four members. Normally, 
prior to automation, this work was performed by approximately 25 men. Simi- 
lar conditions existed throughout the machinery division. 

Automation.—This was the first severe cutback of manpower. 

Transfer of operations.—Second cutback on February 24, 1954, approximately | 
294 members were transferred to the Plymouth plant. The full component of 
members was approximately 1,100. Due to the curtailment of 6-cylinder pro- 
duction, this was the allotted manpower to transfer with the job. 

Transfer of the double rocker arm V-8 engine to Trenton engine plant.—Third 
cutback, 244 members were transferred. These figures include machinery and 
motor assembly. 

Elimination of the machine shop.—Department 104: Transferred 35 employees 
out of the full component of approximately 200 members to Chrysler Highiand 
Park. 

Department 106: Transferred 5 members to Chrysler Highland Park and trans- 
ferred 7 to Chrysler Lynch Road out of a full component of 85 members. Out 
of the remainder of the machine division which was comprised of approximately 
1,100 members, 296 members were permitted to transfer to the Plymouth engine 
plant. Only members with seniority greater than 1935 were permitted the 
transfer under the cutoff date. 

Before automation was instituted in the Dodge engine plant, approximately 
8,000 members were employed in the machine division (excluding motor assem 
bly). When the machining division was finally decimated, approximately 76 
members remained (excluding the motor assembly). 

Automation, transfer of operations, increased workloads, and decentralization 
had taken its toll. 





y in- 
quip- 
fered 
stock 
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ically 
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Automation.—Decreased the manpower, fewer people producing more. 

Transfer of operations.—Transfers made on the basis of company time stand- 
ards and technological improvements, and not made on the basis of actual 
manpower. 

Increased workloads: Company’s never-ending pressure for more work from 
members whose seniority averaged from 1915 to 1941. 

Decentralization.—Verbal statements from old veteran supervisors, telling the 
union that efficiency and quality was the highest in the corporation had no bear- 
ing on keeping the machine division at Dodge. These members who were left 
without jobs were the same sincere, loyal, competent machine operators who gave 
the best years of their lives to making millions for the corporation. 

The members who were fortunate enough to have seniority transferred with 
their jobs when it was opportune. Some older employees, because of personal 
reasons, such as age, established homes, transportation, etc., did not find it 
feasible to take a transfer. The available transfers were filled by younger 
members, but the older members who couldn’t take the transfers were given 
work opportunities that were undesirable and menial because their jobs had 
been transferred. In such cases, a competent, capable, skilled machine operator 
was placed sweeping floors, handling stock, or loading conveyors. The company 
did not see fit to utilize the members’ skill. 

Through the union’s efforts and struggles to create a seniority system to 
take care of its older members, it was possible to place members with the great- 
est seniority. This was a blessing to the extent that it gave our members job 
opportunity. 

Trained machine men were placed on assembly lines, foundries, and jobs that 
were alien to them. To the aged, maimed (members who lost fingers, the use of 
their hands and feet due to on-the-job injuries), physically handicapped (diabet- 
ics, heart conditions, lung and chest congestions, varicose veins, etc.), even this 
job opportunity was no blessing. Inhuman work standards imposed upon our 
members made job opportunities prohibitive to them. This in turn, brought on 
an undesired retirement for some members at a substandard living and other 
members who desired to retire because of age and infirmities were denied by the 
company because their age is in the 60-65 bracket and they would have to retire 
at a reduced pension. 

The machine division was completely eliminated in August of 1958 and as of 
this writing many of our physically handicapped members have not returned to 
work. 

Records are available at the local union regarding the manpower transfers. 
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Description 


(This is the start of machining operations.) 


Mill locating Oads: 
Company figure 
We run_. 

Rough turn, cheek main bearings, oil groove, flange, 
gear fit, pulley fit and counter balance (double 
center drive) ___- 

New operation; finish turns operation No. 30 (3 cranks 
turning at once) - 

Cheek throw arms 

Turns 6 pins (rough). - .--- 

Drill 6 oilholes___--- 

New operation; finish turn 6 pins (this is your new 
Jackson lathe operation) 

Straightening 

File burrs on flanges 

Drill, tap ream and bore both ends (greenlee) 

Finish center both ends (this is a special Dodge made 
machine) 

Straightening 

Finish grind Nos. 2 and 3 bearings (intermediate) - - 

Finish grind No. 1 bearing____.-- 

Finish grind No. 4 bearing widths (bumping walls) _- 

Finish grind No. 4 bearing O. D 

Finish grind gear and pulley fits 

Straightening___--_- ete aienensiennene 

Finish grind flange Re oe 

Drill flange (Foote-Burt) 

Bore and press bushing in flange end (screw machine) -- 

One operation a Sie iene 

Keyway in gear fit__ 

Cut Hong keyway in pulley ‘fit. 

Finish grind face of flange... --....-- 

Rough balance 

Polish rearwall, peen all oilholes, file burrs off No. 1 
oe and flange; brush out oilholes and _— oil 


Finish | balance A lelieta eee erie len ise na w dio aipnnsinsn wl 
Finish drill for balance (drills for 2 finish balancers) - - 
New operation lapping all bearings (Schraner hy- 
draulic): 
ampany wants 
Superfinisher (Weight: 88 to 90 pounds in the rough; 
76 to 79 pounds finished) 288 


— 





nee 











fmt eet Dt eet at pet et et fet pat tet pet 





Norte.—All of these figures represent the production we are now running. The company still wants the 
10 percent on all operations we took off about 5 years ago. 
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Piston group 








Production 


2,100 per day and 15 minutes 
relief a.m. and p.m. on 3d 


per. 

1,900 per day 

1,600 per day, 100 ps. given 
relief from 1st operation. 


3,200 per day-. 
4,400 per day 
1,920 per day - -. 
1,340 per day 
3,000 per day - - -- 
640 per day_---._- 
4,000 per day 


" \4,400 per day... a20 








Descriptio n 


New Britains 


Krueger 
New Britains. 


Southeast smokehole 


Northeast smokehole 

Single saw 

Double saw - -- 

Balancers. . -.- 

Chamfering- _. 

Grinders 

Spot facers - - 
oo 


Bench hang pistons on conveyor to 
motor line, sort sizes and pack excess 
pistons. 

Plating, plate pistons, -....-...-....---- 

File nicks and burrs from pistons 
(ring grooves). 

Repair pistons, 480 to 500 per day 

Jobsetters (1 from lst operation to 





Southwest and northwest smokehole-. 





grading) (1 from grading to reamer). 


_—— 


ee ee re ee ee oe 





} On occasion 2 men are unnecessary; 1 man must assist on spot facer. 


108—B—Camshaft 


Straightener... 
Finish grinder... 


Finisb grinder. 
Rough and finish grinder 


woes 
Gear cutter... 


Straightener 
Nailer and packer. 





2 men, 2 machines 


Per |Produc- 
hour | tion, 8 | Total 


Number men and machines per hours | produc- 


man per tion 
man 


600 
600 
600 











Total 
hours 


waman 


mee 
DEWAMAMPODOKBLAHLLORO 
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111-A—Rods 


Per |Produc- 

hour | tion;8 | Total | Total 
Operation and description per hours |produc-! hours 

man per tion 


Loads 24 pans of rods 3,600 and loads 7 pans of caps also opera- 
tion No. 40 champers. 

Broach No, 20 

Broach, Nos. 20 and 60 (combination) _. 

Drill, No. 30 


Broach, No. 60 
Broach, No. 70, 3 men, 3 machines-. 
Blancher No. 80 

hole, No. 90 
oe grove, No. 100, 2 men, 2 machines... 
Filer and loader, No. 105 
Bolt hole, No. 110 
Counter sink, No. 120 
Spot facer, No. 70, 2 men, 2 machines. 
Assembly bench, ‘No. 10, 7 men, group work.. 
Wrench, tightens 
Hand mill, 2 men, 3 machines, cuts... 

r, No. 20, 2 men, 4 machines. _- 

Bores, No. 30, 2 men, 4 machines 
Punch press, N 0. 50. 
Chamfer bushings ae _~ 2 men, 3 machines-.-- 


8 


eegEeEE58 


SSSSess 


8 
co co Go SO 


888s 


Bushing reamers, } 
167 | Broach, No. 80, Seiietne No. 100 


11,200 each for operations Nos, 20 and 60. 
2 And cuts. 


111-A—Pins 


Operation and description i Total pro-| Total 
duction hours 


Operation No. 160, 1 man, 2 machines (rough grinder) 

Finish grinder operation No. 160, 1 man, 2 machines.........-.-- 
Rough lapper operation No. 170, 2 men, 2 machines 

Finish grinder, operation No. 180, 3 men, 3 machines 


Clutch housing, department 101 


Number of 


Operation Description Production} men per 
machine 


Load conveyor for milling operation 
Milling machine 


do 
Reamer, drill p 
Sundstrand } 


Spot face, 2 machines, tamper. 
.| Spot face, tamper, 2 machines, drill press... 
Drill tap 


SSSSSSSBSEE 


1 — job we’ve been able to keep a 1020 man as a loader, he also serves as a relief man for the Ist 
operation. 


NotTE.—1 conveyor loader allowed to hand both housings and manifolds after 1524 operation. 4 new 
machines being installed with no set production as of now. 1 jobsetter. 





: So eS <a. ~~. 
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Valve group, department 101 


Number 
Production of ma- Description 
chines 


Straighten stems___ 
Semifinish grind -_. 
Finish grind ---_...-- 


Finish roller. - -- 
End grinder 


Com bom bo to Go or Go 





NotE.—When enough men are around, a rough roller is put into use (1,500 per hour). 1 jobsetter, 


Cylinder head, department 101 


Number 
Operator Production of ma- Description 


Press machine, plug plus 
champer on _ occasional 
skipped hole from Greenlee. 

Air test heads plus loading 
conveyor. 


NoTE.—1 jobsetter. 
Bearing cap group, department 101 


Number 
Class | Operation Production of ma- Description 
chines 


20 | Ist........| 700 when relief to verticle broach Fay automatic 
1,000 when no relief. 
750 with relief Vertical 
700-without relief Broach 
515 1,000 per day Din conisccwn 
Bae fF WE cn ceccloness Wbcesanncas eaencaeecee Greenlee 4 
167 Horizontal broach 


NoTE.—1 jobsetter. On conveyor to motor assembly (1 man to load cl. hsgs., 1 man to load cyl. hd., 
lman water tests, 7 loads 1,000 manifolds.). 


Flywheels 


Production Number of Number 
machines of men 


2 
1 
1 


Note.—The fiywheel group never runs full. You figure out your production based on 35 per man on 
trill presses, tappers, and reamers, chamfers, ete. 1 jobsetter. 
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Manifolds department 101 
EXHAUST! 





Number 
Description Production 


hoo per day, 2 men, 3 machines. 


se 

Milling machine 

Ream and drill press._.........-...--- 
Milling machine 

Drill and tap 

Put bushing and ream 


\e00 per day. 
775 per day. 
Do. 


Do. 
Do. 


Se ee ee he 


Do. 
Assembly-.-- 775 per day with relief from water 
test man. 
ieee ca ee einen 775 per day and relief to assembler, 
Snag grinder 1 | 775 per day. 








Milling machine 
Drill press 
Milling machine 
|fDrill press 
|\Spot facer. 
Tappers 
— press and tapper 


Whsaccad 600 per day. 


Do. 
\i7s per day. 


Do. 
Do. 
Do. 
Do. 
Do. 


pat tt tet Dt pet Patt 











\480 per day. 
Do. 





1 Jobsetter. 
22 men. 
3 Jobsetter from housing job services these 2 men. 


Group 6, 6.10, department 101 


Produc- | Number 
Description Number | tion per | of ma- 
of men | hour, per} chines 


Ingersoll Mills 

Drill locating holes. - -- 

Ingersoll Mills, mill front and rear end 

Cincinnati Mill fuel pump and oil pump pas. boss--- 

Rough bore cylinder blocks 

Foote-Burt drill top face waterholes and front and 
rear Welsh plug holes 

Baker drill, drills valve guide holes 

Baker horizontal boring mill, boring rough cam. B--. 
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Group 6, 600 


Description 


Moline drill press, chamfer boltan of cylinder bore... 
Drill press, Foote-Burt, drills rough tappet holes-- -- 
Drill press, Foote-Burt, chamfer tappet, holes 


Foote-Burt drill press, 2 passes, ream tappet and 
nape guide holes 

Foote-Burt drill and Moline drill press, press, rough 
drill and ream intake and exhaust seats. 

D. E. drill, drill oil line 

Baker drill, drill front and rear 

Foote-Burt 3-way drill Greenlee 

Drill front welsh, plug holes, and drill bottom bolt 


Foote-Burt drill finish ream, valve guide holes___.-- 
ro drill press ball bearing through valve guide 


Rough intake and exhaust Co. bore 
Foote-Burt drill ream intake and exhaust. 
Foote-Burt drill rough seat intake 

Rough and finish exhaust insert 


Assemble exhaust inserts into block 
Grind and check intake and exhaust 


Group 8—656 per day, department 101 


Produc- 


Class |Operation tion per 


Finish ream bores 

Chamfer tap of bore--- 

Rough lapper 

Finish lapper. 

Washer, clean with Sunoco spirits 

Assemble Welsh plug in front and rear of 
block, 

Lubrite tanks 

a DED Jc cit tlamuias dbabaceiani abet 

Taking blocks of conveyor that come out 
of washer. 


Number 
of men 


Number 


% 


Produc- 
tion per 
hour, per 
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Number 
of ma- 
cnines 


Nb NeKONw © © WWW 


— 


Number of 
machines 


2 machines. 
1 machine. 


Do. 
4 machines 201% per 
hour per man. 

2 deep freeze 41 per 
man per hour. 
7% per man per 

hour. 


Number of 
machines 


16 machines, 
1 machine, 
2 lappers. 

D 


0. 
2 machines, 
1 conveyor loader. 


2 conveyor loaders. 
1 conveyor loader. 





1200 per man, per day, 
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Group 12, department 101 


Number | Number 
Description i of men of ma- 
chines 


Assemble clutch housing 
Ream pi 
Finish ream pilot hole 


Group 8, department 101 


Num- |Produc- 
Description ber of | tion Number of 
men a= machines 

our 


— 


Greenlee 1-way horizonal drill and bore machine, drill 
oil line, holes and finish, ream Welsh plug holes and 
check valve hole, Foote-Burt drill press. 
Chamfer top face 2 machines, 
Chamfer front and rear side Hand drill. 
Avin drill press, finish drill 4 hole in bottom...- i 
Foote-Burt drill press, chamfer drill holes on bottom 
face of block. 
—— Greenlee tapping machine, tap rear end and front 
end. 
3-way Greenlee tapping machine, tap top face holes--.-- 
Foote-Burt 10-inch can units 
LeMaire Special 4-way drill and spot face machine 
Vertical tapping head 
25 Tan oil gear press, press in valve guides, intake and 
exhaust. 
Foote-Burt cam drive unit, 1 Avey drive unit 


Group 10, department 101 


Class |Operation Description 


10-inch Foote-Burt' finish drill }4 oil line holes through in to 


48-inch Cinn. wide. bed mill finish mill bear cup grooves 
Mill anchor groove in 1-2-3 main bearing 
File burrs from botton face and clean out oil line and blow out 


Grind rod clearance at oil line base by hand with air motor-.... 

Assemble bearing caps, sand burrs off of caps 

Natco 3 way horizontal reaming and Serie machine, finish 
ream crankshaft and cam bores 

BSC Ingersoll-Rand nonreverse air motor, semi-finish line 
ream, crankshaft. 

BSC Ingersoll-Rand nonreverse air motor, finish counter bore 
for oil seal 

BSE Ingersoll-Rand nonreverse air motor finish ream cam- 
shaft bearing bores. 

Finish line ream main bearings on conveyor 3-4... 

Finish line ream main bearings on conveyor 1-2 

Finish mill oil pump bass on Cinn. wide bid machine--. 

Finish ream dist. holes Foote-Burt 

Auto cycle ecentric mill machine, finish straddle mill thrust 
faces on rear main 


8 tan general flex press. 
Baker horizontal drive press bore three camshaft bearing to 


Place 5 core plugs 2 sides 
Final water test for leaks 
Finish mill top face 


ror 


138 per man per hour. 
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Mr. Quinn. Senator, I regret very much that there was some mis- 
understanding about me being here yesterday. My understanding 
was that it was Friday the 13th. I didn’t like the date, but living 
in Hamtramck and being so close to the Chrysler Corp., probably 
Friday the 13th is not a bad day. 

There are a few things that I want to try to place in the record as 
far as unemployment is concerned. I happen to live with the unem- 
ployed: eat with the unemployed, and sleep with the unemployed. So 

feel I am fairly well qualified to speak for the problems of the un- 
employed. Perhaps the scope of the findings of the committee, as 
the previous speaker said—the previous speaker covered this, but I 
would like to bring out some of the problems that bring unemploy- 
ment about, especially in the automobile industry, if I am permitted 
to, Mr. Chairman. I don’t want to take much time, I want to pro- 
ceed as fast as I can. 

Senator McNamara. You may proceed in your own manner. We 
are very happy to have you here as an expert. 

Mr. Qurnn. In 1953 we had approximately 30,000 workers at the 
Dodge main plant. In the briefs that I have given you—and I know 
it is quite a job to read all of the stuff that I have given to you—but 
if you read through it you will see how automation and decentraliza- 
tion has played an awful part in what has ne to us at the Dodge 
main plant in Hamtramck. I think that following 1953, when the 
so-called recession set in, in early 1954, we dropped from approximately 
30,000 down to 7,500. As you all well remember, after the war it was 
a case of who could get the cars out. And I don’t think that we were 
any worse than General Motors or Ford in trying to get as many 
cars to the public as we possibly could. However, when the public 
demand was pretty well taken care of, it seemed that it hit us in 
Chrysler much worse than it hit General Motors and Ford, because 
in the fall of 1953—in the early part of 1954—we went down to around 
8,000 workers from a high of 33,000. 

Beginning in 1955—and I would like to talk about model years, 
because this is language that those of us who are in the vicinity know 
what we mean—at the beginning of the 1955 model Chrysler came 
back, or at least we came back at Dodge, I think we went up to around 
20,000; 1956 was fairly good. We perhaps went down to around 
15,000 average on the model year. In 1957 Chrysler started the de- 
centralization program that General Motors had started following the 
war and Ford had started sometime between 1948 and 1949. Up to 
that point we were not hit with decentralization, and very little auto- 
mation. It was the years 1956, 1957, 1958, and 1959. 

When I speak of 1959, let me give you just a few of the figures alone 
on decentralization that has happened this year in Dodge’s, the jobs 
that were moved up from the Dodge plant. We have transferred to 
the St. Louis plant in Missouri 900 people; to the Twinsburg plant 
in Ohio 38; to the Nine Mile press plant in Detroit, 35; to the Jeffer- 
son Avenue assembly plant, 782; to the Verner Chrysler plant, 250; 





1320 UNEMPLOYMENT PROBLEMS 


to the De Soto Wyoming plant, 16; to the Lynch Road plant, 90; and 
to the Highland Park plant, 5. 

In 1954, on decentralization, we transferred 294 people to the 
Plymouth plant. 

n 1958 we had transfer rights to the Delaware assembly plant of 
875; to the Mound Road engine plant of 296; in 1957, to the Trenton 
engine plant, 227. 

It is in 1959 that we have been hit with the worst. However, we 
have been lucky that we have been able to start the small car, this 
Valiant, that the Big Three are building. And without that, I would 
hate to sit here and guess what the employment would be at the 
Dodge plant. We transferred, as you plainly can see, 900 people to 
the St. Louis plant. It is a new plant. And we can’t compete in 
building cars in the old plants with these newer plants. No matter 
what we do as far as work is concerned, where we have to push stock 
from the first to the eighth floor against those one-story buildings 
today we cannot compete, because it stands to reason that we have 

rhaps in the Dodge plant 500 workers pushing stock up to assembly 

oors that they do not have to use in the Delaware plant or the St. 
Louis plant. 

Now along with this automation took its toll at the Dodge plant. I 
would say oe with the transfers that were based on automation we 
lost around 35 percent of the 33,000 high that we had—of the 32,000, 
I think, that we had in 1953. 

And we have something else which followed it, and I don’t think 

anybody has talked about it. There is a lot of talk today in the papers 
about what they call work rules or work changes in the steel industry. 
Work changes to us, at leasi, mean from 10 to 15 percent. Let’s 
call it speedup, or whatever you want to call it, where you will set 
the day’s work by a stopwatch of how many pieces that you turn out 
in 60 seconds, 60 minutes every hour. This is one of the issues which 
doesn’t have too much room here, but I just want to mention it in 
poaene. 
We have today approximately, because of the new car, I think we 
will get around 12,000 to 13,000 people. However, I always worry 
about what Mr. Colbert, who happens to be president of Chrysler 
Corp., told me last spring at the meeting held at the Chrysler 
McDo office, when I asked him, what were the work prospects at 
the Dodge plant for the years 1959 and 1960. And he said, “Pat,. 
if I had the money I would move that plant out of there tomorrow 
morning.” 

I have reason to worry, because this is a problem. I had 9,500 
people laid off since January of 1958, they were off all of 1958, all of 
1959, up to this time. And certainly on account of the steel shortage 
we are now operating on a hand-to-mouth basis. And as I said, I 
do not know what is going to be next year. 

Now on the transfer of those employees—and I think this is some- 
thing that the committee is going to do some work on, I hope they 
will do it, I think it deserves some consideration—I had to go to the 
welfare department to get those workers transferred to St. Louis. 
The last group that has been sent has been sent by the Salvation 
Army. And I am ashamed that with a billion dollar corporation the 
Salvation Army has to pay for the transportation of workers through- 
out the United States. I think it is something that, if you are going 
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to talk about some good, or some good is going to come out of the 
work of the committee that this is one of the things that you should 
go into. 

~ T sat at the bargaining table with the Chrysler Corp. last year for 
6 months, and this is one of the items that we tried to get written into 
the contract. They pay for the supervision, they pay their trans- 
portation and rent them homes in the new areas, and I fail to see why 
the workers are not entitled to the same consideration. 

To help cure the unemployment problems, as I see them—and I 
have worked in the auto industry since 1933—the shorter workweek, 
I think, would be a real help. 1 don’t care what you say about it, I 
think it would be a real help—I say a shorter workweek. 

I think No. 2 is that the committee should bring in some legisla- 
tion—and I hope some good, as I have already said, will come out of 
the work of this committee. The overtime that they work today— 
it is not in Chrysler—you can see what the hourly rate of the Ford 
workers was in the last statement, and I am not here to tell about 
Ford or General Motors—but they would rather pay the overtime 
than hire people, because today to command sub-benefits they have 
to work for 90 days, and to command their seniority, and they would 
rather, even though it costs them maybe more, they would rather 
pay the overtime than hire new workers. 

Let me for a moment point out something else. During 1958, and 
especially during the early part of the summer, when those workers 
at the Dodge plant with from 1 to 14 years’ seniority were going to 
some of the other plants that they were hiring, they found they would 
not hire them because they wanted them to go back to the Dodge 
plant and get a quit slip before they would give them opportunity. 
I think that is a crime, when a man is able to do the work, that they 
would coerce him to the point where he would have to go back to the 
employment office and get a quit slip, and say, “We have a job for 
you, but we are not willing to risk putting in a few dollars”—and per- 
haps the man was trained as a ‘metal finisher, a millwright, or what- 
ever line of work he followed, and they needed him, but they still 
wanted this, and I don’t think that is right. 

I think that we should have either Federal or corporation assistance 
in transporting workers to new areas. 

I also think that the Social Security Act should wipe out any age 
limit for disability retirement. 

For a moment let me dwell on this. There are hundreds and hun- 
dreds of workers who started in the automobile industry back in the 
years when you didn’t have to bring in a birth certificate, you started 
at 17 or 18 or 19 years of age, and these workers have put in from 25 to 
30 years now, and they are not yet 50 years of age, but many of them 
cannot take the gaff today on the speed lines that we have. We have 
developed out of that in the Chrysler Corp. what we call a POX. I 
don’t know if any of you know what this means. But it means that 
persons, because of their medical problems, arthritis, rheumatism, 
heart condition—and many of those injuries came about indirectly be- 
cause of the working conditions of those workers, the machines that 
they were working on, the type of work that they were doing—but now 
those workers are out, they are 42 years of age, 45 years of age, 47 years 
of age, and they have 6 months to draw the so-called mutual aid, which 
is something to keep the wolf from the door, but it is not enough for 
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them. We wouid like to see the age limit on that wiped out. It would 
be very interesting if the committee later would care to come to a 
meeting for three or four of those injured—you cannot call them in- 
jured workers, but they have developed those conditions because of 
the type of work that they have been doing. I talked to them at Fort 
Day, and they said they had about 400, between 350 and 400. And I 
will say to the credit of the Ford Motor Co. that I think they are doing 
a better job in trying to place those workers than we are at Chrysler, 

I think that the social security age should be lowered for voluntary 
retirement. We have people who started late in life who won’t work 
until age 65 or 66, and then we have a number of people whose wives 
worked in the plant with them to save a few dollars, and they say, “We 
would like to retire.” 

I would like to say on behalf of the local and the membership that 
we feel that unemployment compensation should be extended and 
increased. 

I think the last and final one—and I think this is going to be a very 
important one for you people, because you just recently passed a labor- 
reform bill, and I hope you will put in when you return to Washington 
a management-reform bill to protect the workers from the inhumane 

ractices that are prevailing today in the auto industry and allied 
industries; and I think if the committee will come and visit some of 
the plants, and see some of the conditions, they will know why we have 
so much sickness and some of the other problems. 

Thank you very much for your time. 

Senator McNamara. Thank you, President Quinn. We are glad to 
have your testimony. You can be sure that the committee will study 
it and give consideration to your recommendations. Thanks very 
much. Is there anybody else who hasn’t been heard that was invited 
to appear here? There being nothing further, the hearings are ad- 
journed. I thank everyone for their cooperation. 

(Whereupon, at 3 p.m., the select committee recessed, subject to the 
call of the Chair. ) 
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